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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Office  of  the  Assistant  Secretary  for 
Community  Planning  and 
Development 

24  CFR  Parts  577  and  578 
[Docket  No.  R-91-1575;  FR-2878>P>011 
RIN  2506-AB10 

Supportive  Housing  Demonstration- 
Transitional  Housing;  Permanent 
Housing  for  Handicapped  Homeless 

agency:  Office  of  the  Assistant 
Secretary  for  Community  Planning  and 
Development,  HUD. 
action:  Proposed  rule. 

summary:  This  proposed  rule  would 
implement  changes  to  the  Supportive 
Housing  Demonstration  program  made 
by  the  National  Affordable  Housing  Act 
(Pub.  L.  101-625,  approved  Nov.  28, 

1990).  The  rule  also  proposes  other 
changes  to  the  program  that  HUD  has 
determined,  based  on  experience  with 
the  program,  would  be  beneficial  to  the 
purpose  of  the  program. 

DATES:  Comment  due  date:  March  6, 

1992. 

ADDRESSES:  Interested  persons  are 
invited  to  submit  comments  regarding 
this  rule  to  the  Office  of  the  General 
Counsel,  Rules  Docket  Clerk,  room 
10276,  Department  of  Housing  and 
Urban  Development,  451  Seventh  Street 
SW„  Washington,  DC  20410. 
Commimications  should  refer  to  the 
above  docket  number  and  title.  A  copy 
of  each  communication  submitted  will 
be  available  for  public  inspection  and 
copying  during  regular  business  hours 
(7:30  a.m.-5:30  p.m.  Eastern  Time)  at  the 
above  address. 

FOR  FURTHER  INFORMATION  CONTACT: 

James  N.  Forsberg,  Special  Needs 
Assistance  Programs,  Department  of 
Housing  and  Urban  Development,  room 
7262, 451  Seventh  Street  SW., 
Washington,  DC  20410;  (202)  708-4300 
(TDD:  (202)  708-2565).  (These  are  not 
toll-free  numbers.) 

SUPPLEMENTARY  INFORMATION:  Some  of 
the  information  collection  requirements 
contained  in  this  rule  have  been 
submitted  to  the  Office  of  Management 
and  Budget  (OMB)  for  review  under  the 
Paperwork  Reduction  Act  of  1980,  and 
have  been  approved  and  assigned  OMB 
control  numbers  2502-0361  and  2506- 
0112.  New  information  collection 
requirements  contained  in  the  rule  have 
been  submitted  and  are  pending 
approval.  Until  approved  by  OMB  and 
assigned  an  OMB  control  number,  no 
person  may  be  subjected  to  a  penalty  for 


failure  to  comply  with  these  information 
collection  requirements. 

Public  reporting  burden  for  the 
collection  of  information  requirements 
contained  in  this  rule  are  estimated  to 
include  the  time  for  reviewing  the 
instructions,  searching  existing  data 
sources,  gathering  and  maintaining  the 
data  needed,  and  completing  and 
reviewing  the  collection  of  information. 
Information  on  the  estimated  public 
reporting  burden  is  provided  in  this 
document  under  the  heading.  Other 
Matters.  Comments  regarding  this 
burden  estimate  or  any  other  aspect  of 
this  collection  of  information,  including 
suggestions  for  reducing  this  burden, 
should  be  sent  by  March  5, 1992  to  the 
Department  of  Housing  and  Urban 
Development,  Rules  Docket  Clerk,  451 
Seventh  Street  SW.,  Washington,  DC 
20410;  and  to  the  Office  of  Information 
and  Regulatory  Affairs,  Office  of 
Management  and  Budget,  Washington, 
DC  20503. 

I.  Background 

The  Supportive  Housing 
Demonstration  Program  is  authorized  by 
title  IV  of  the  Stewart  B.  McKinney 
Homeless  Assistance  Act  to  provide 
assistance  to  private  nonprofit 
organizations  and  governmental  entities 
for  use  in  providing  housing  and 
supportive  services  to  the  homeless.  The 
Supportive  Housing  Demonstration 
consists  of  two  programs — ^Transitional 
Housing  and  Permanent  Housing  for 
Handicapped  Homeless.  The  existing 
regulations  for  these  programs  are 
contained  in  24  CFR  part  577 
(Transitional  Housing)  and  part  578 
(Permanent  Housing  for  Handicapped 
Homeless). 

Section  833  of  the  Cranston-Gonzalez 
National  Affordable  Housing  Act 
(NAHA)  amended  title  IV  of  the 
McKinney  Act,  making  several  changes 
to  the  Supportive  Housing 
Demonstration  programs.  This  rule 
would  implement  those  changes.  In 
addition,  the  Department  is  proposing 
other  changes  to  parts  577  and  578. 
Some  of  these  changes  would  clarify  or 
reorganize  the  regulations.  Others, 
which  are  based  on  the  experience 
gained  through  operating  the  programs, 
would  be  more  substantive  in  nature. 
The  regulations  are  published  in  their 
entirety  to  assist  the  reader. 

II.  Proposed  Rule 

1.  National  Affordable  Housing  Act 
Assistance  Available 

Section  833(c)  of  the  NAHA  amended 
section  423(a)  of  the  McKinney  Act  to 
change  the  form  of  assistance  for 
acquisition  and  substantial 


rehabilitation  of  existing  structures  for 
use  in  the  provision  of  supportive 
housing  from  advances,  which  were 
subject  to  repayment  under  certain 
circumstances,  to  grants.  All  references 
in  the  rule  to  advances  would  be 
changed  accordingly. 

In  addition  to  the  prospective  nature 
of  this  change  in  the  form  of  assistance, 
section  833(c)  also  amended  section 
423(b)  of  the  McKinney  Act  to  authorize 
the  conversion  of  advances  made  to 
past  recipients  under  section  423(a)  to 
grants,  under  terms  and  conditions 
prescribed  by  the  Secretary.  Under  the 
proposed  rule,  §§  577.310  and  578.310 
would  be  amended  to  convert  all  past 
advances  to  grants,  which  may  be 
subject  to  repayment  if  the  facility  is  not 
operated  as  Supportive  Housing  for  ten 
years  after  initial  occupancy,  or  if  the 
facility  is  sold  for  a  different  use  during 
the  20-year  period  after  initial 
occupancy. 

Section  833(e)  further  amended 
section  423(a)  of  the  McKinney  Act  to 
authorize  grants  in  an  amount  not  to 
exceed  $400,000  for  new  construction  of 
a  structure  for  use  in  the  provision  of 
supportive  housing.  Under  the  existing 
rule  (§§  577.112  and  578.112),  advances 
for  new  construction  have  been 
available  only  under  very  limited 
circumstances,  which  were  prescribed 
by  an  amendment  to  the  McKinney  Act 
in  the  Stewart  B.  McKinney  Homeless 
Assistance  Amendments  Act  of  1988. 

The  Department  only  made  one  such 
advance,  because  of  the  strict 
requirements  imposed  by  the 
amendment.  Sections  577.112  and 
578.112  would  be  amended  to  provide 
for  new  construction  grants  of  up  to 
$200,000  (or  up  to  $400,000  in  high  cost 
areas)  or  the  total  cost  of  the 
construction  less  the  applicant’s 
matching  share,  whichever  is  lower.  The 
strict  requirements  for  new  construction 
assistance  in  the  existing  rule  would  be 
modified.  Under  the  proposed  rule, 
applicants  would  be  required  to  show 
that  costs  associated  with  new 
construction  are  substantially  less  than 
the  costs  associated  with  rehabilitation 
or  that  there  is  a  lack  of  available  units 
that  could  be  rehabilitated  at  a  cost  less 
than  new  construction.  In  addition  to 
these  amendments  of  §§  577.112  and 
578.112,  the  rule  would  also  amend 
§  §  577.5  and  578.5  to  define  “new 
construction”  as  the  building  of  a 
structure  when  none  existed  or  an 
addition  to  an  existing  structure  that 
increases  the  floor  area  by  more  than 
ItW  percent. 

Grants  to  establish  and  operate  a 
child  care  services  program  were 
authorized  by  section  833(g)  as  a  type  of 
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assistance  for  the  Transitional  Housing 
Program.  Under  the  existing  rules  for 
both  the  Transitional  and  the  Permanent 
Housing  Programs,  the  cost  of  child  care 
has  been  included  as  an  eligible 
supportive  services  cost  (see  paragraph 
(f)  of  the  definition  of  supportive 
services  in  §  577.5  and  paragraph  (e)  in 
the  definition  in  §  578.5).  The 
Department  would  continue  to  fund 
child  care  services  as  an  eligible 
supportive  services  cost,  if  they  comply 
with  the  statutory  criteria.  The  proposed 
mle  would  dehne  child  care  services,  in 
accordance  with  section  833(g),  in 
§§  577.5  and  578.5. 

Under  the  existing  rules,  assistance 
for  supportative  services  and  operating 
costs  has  been  available  for  up  to  five 
years  to  Transitional  Housing  recipients 
and  up  to  two  years  to  Permanent 
Housing  recipients.  Section  833(d)  of  the 
NAHA  has  amended  the  McKinney  Act 
to  authorize  assistance  for  these  costs, 
for  both  Transitional  and  Permanent 
Housing,  for  a  five-year  period,  with 
possible  renewal  for  another  five-year 
period. 

The  proposed  rule  would  make  up  to 
75  percent  of  a  recipient's  supportive 
services  and  operating  costs  available 
for  the  first  two  years  and  up  to  50 
percent  of  the  cost  for  the  next  three 
years.  A  recipient  could  then  reapply 
and  be  renewed  for  assistance  for  an 
additional  five  years,  provided  the 
recipient  demonstrates  progress  in 
assisting  homeless  persons  with  housing 
and  effectiveness  in  assisting  homeless 
persons  to  achieve  independence.  In 
reviewing  applications  for  renewal, 

HUD  would  consider  whether  the 
recipient  is  carrying  out  the  activities  as 
proposed  in  the  initial  application,  in  a 
timely  manner,  and  meeting  the 
program’s  goals.  HUD  would  take  into 
consideration  the  fact  that  some 
populations  have  a  larger  number  and 
more  intractable  problems  than  others. 

Under  the  renewals,  HUD  would 
provide  up  to  the  lower  of  50  percent  of 
the  total  supportive  services  and 
operating  costs  in  years  6  through  10,  or 
the  amount  of  assistance  for  supportive 
services  and  operating  costs  provided 
for  the  final  year  of  the  initial  funding 
period,  multiplied  by  the  number  of 
years  in  the  renewal  period.  (See 
§§  577.117,  577.217,  578.117,  and  578.217.) 

Section  424(a)(2)(D)  of  the  McKinney 
Act  required  that  all  recipients  of 
assistance  provide  assurances 
satisfactory  to  the  Secretary  that  the 
project  assisted  would  be  operated  for 
not  less  than  10  years.  This  requirement 
was  implemented  in  the  program  rules 
at  §§  577.210(b)(6)  and  578.210(b)(8). 
SecAn  833(j)  of  the  NAHA  has 
amended  this  provision  to  require  the 


10-year  commitment  only  from 
recipients  of  acquisition,  rehabilitation, 
or  new  construction  grants,  and  the  rule 
would  be  amended  accordingly.  Section 
833(1)  amended  section  424  further  to 
require  recipients  of  grants  for 
supportive  services  and  operating  costs 
to  provide  an  annual  assurance,  for  each 
year  the  assistance  is  received,  that  the 
project  will  be  operated  for  the  purpose 
specified  in  the  application.  The 
proposed  rule  includes  this  requirement 
at  §§  577.305(f)  and  578.305(f). 

Waiver  of  Site  Control 

Section  424(a)(3)  of  the  McKinney  Act 
provides  that  an  applicant  must  furnish 
reasonable  assurances  that  it  will  own 
or  have  control  of  a  site  for  its  proposed 
project  not  later  than  six  months  after 
notification  of  an  award,  and  may 
obtain  ownership  or  control  of  a 
different  site  than  the  one  specified  in 
the  application.  However,  section 
424(a)(3)  further  provides  that,  if  the 
applicant  fails  to  obtain  ownership  or 
control  within  one  year  after  notification 
of  an  award,  the  grant  will  be 
recaptured.  Section  833(f)  amended 
section  424(a)(3)  to  provide  for  a  waiver 
of  these  site  control  requirements  where 
the  Secretary  determines  that  these 
requirements  are  inapplicable  because, 
under  the  application,  the  persons  to  be 
served  own  or  control,  or  will  eventually 
own  or  control,  the  site. 

HUD  interprets  this  provision  as 
applying  to  situations  where  an 
applicant  does  not  propose  to  have 
control  of  a  site  but  rather  proposes  to 
assist  a  homeless  family  or  individual  in 
obtaining  a  lease,  which  may  include 
assistance  with  rent  payments,  and 
receiving  supportive  services  for  up  to 
two  years,  after  which  time  the  family 
remains  in  the  same  housing  but  on  an 
independent  basis.  Rather  than 
obtaining  housing  for  homeless  persons 
who,  when  self-sufiicient,  vacate  the 
housing  for  use  by  other  homeless 
persons,  the  provider  instead  helps  the 
homeless  persons  become  established  in 
the  housing.  The  provider  then  repeats 
the  assistance  at  another  site. 

Therefore,  §§  577.210(c)  and  578.210(c) 
would  provide  that  waivers  will  be 
approved,  on  a  case-by-case  basis,  if,  in 
addition  to  proposing  this  concept,  an 
application  (1)  includes  comprehensive 
supportive  services  appropriate  to  the 
needs  of  the  population  to  be  served;  (2) 
does  not  request  funds  for  acquisition, 
rehabilitation,  or  new  construction;  and 
(3)  commits  the  applicant  to  begin 
providing  assistance  to  at  least  one 
homeless  family  or  individual  within  60 
days  of  grant  execution.  HUD  believes 
that  acquisition  rehabilitation,  and  new 
construction  are  infeasible  with  this 


concept  because  those  activities  carry 
with  them  a  commitment  to  use  the 
assisted  structures  for  transitional 
housing  for  a  ten-year  period. 

Eligible  Applicants 

The  McKinney  Act,  as  originally 
enacted,  limited  eligibility  for  Permanent 
Housing  assistance  to  the  State  in  which 
the  permanent  housing  is  located,  or  the 
State  housing  agency  (or  other  State 
agency)  that  customarily  implements 
housing  programs  for  the  State  and  that 
is  identified  by  statute  to  participate  in 
housing  programs  in  the  State.  The  State 
then  provides  the  assistance  to  a  project 
sponsor  (a  private  nonprofit 
organization  or  public  housing  agency 
(PHA))  for  the  operation  of  the 
permanent  housing.  Section  833(k) 
amended  the  McKiimey  Act  to  include 
Indian  tribes  as  eligible  applicants  for 
Permanent  Housing  assistance.  (Tribes 
have  been  eligible  for  Transitional 
Housing  assistance  since  the  beginning 
of  the  program.)  Section  578.5  has  been 
amended  to  include  tribes  in  the 
definition  of  applicant  as  well  as  the 
definition  of  tribe.  All  requirements 
applying  to  States  as  applicants  (and 
recipients)  would  apply  to  tribes,  with 
the  exception  of  CHAS  requirements, 
discussed  in  the  next  section. 

Miscelltmeous  Provisions 

Section  833(b)  increased  tlte  maximum 
number  of  handicapped  homeless 
persons  in  a  Permanent  Housing 
structure  fi:t)m  8  to  16,  but  only  if  not 
more  than  20  percent  of  the  units  in  the 
structure  are  designated  for  such 
persons.  Sections  578.5  and  578.325(a) 
would  be  amended  to  accommodate  this 
change.  The  maximum  number  of 
residents  in  a  group  home  would  not  be 
increased.  (The  rule  would  continue  to 
allow  HUD  to  waive  these  limitations, 
as  described  in  §  578.325(d).) 

Section  833(i)  amended  section  424(c) 
of  the  McKinney  Act  to  require  an 
applicant  to  agree  or  certify  that  it  will 
develop  and  implement  procedures  to 
ensure  the  confidentialify  of  records 
pertaining  to  any  individual  provided 
family  violence  prevention  or  treatment 
services  with  Supportive  Housing 
assistance.  Further,  the  address  or 
location  of  any  housing  used  as  a  family 
violence  shelter  assisted  with 
Supportive  Housing  funds  may  not  be 
made  public  without  the  written 
authorization  of  the  recipient.  The 
proposed  rule  includes  this  provision  in 
S9  577.210(b)  and  578.210(b). 

The  statutory  selection  criteria  of  "site 
control"  and  “employment  assistance 
program"  were  eliminated  by  section 
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833(h).  These  criteria  would  be 
eliminated  from  §§  577.215  and  578.215. 

In  the  past  §§  577.150  and  578.150 
provided  that  assistance  could  not  be 
provided  to,  or  within  the  jurisdiction  of, 
a  State,  city,  or  county,  unless  the 
jurisdiction  had  a  HUD-approved 
Comprehensive  Homeless  Assistance 
Plan  (CHAP)  and  the  applicant  had 
obtained  a  certification  of  consistency 
with  the  plan.  These  sections 
implemented  section  401  of  the 
McKinney  Act.  Section  836  of  the  NAHA 
amended  section  401  to  require  each 
grantee  receiving  assistance  to  certify 
that  it  is  following  a  Comprehensive 
Housing  Affordability  Strategy  (CHAS) 
or  a  CHAP  approved  within  180  days  of 
enactment  of  the  NAHA  or  such  longer 
period  of  time  as  the  Secretary 
prescribes,  and  to  delete  all  CHAP 
requirements  as  of  October  1, 1991.  That 
change  was  implemented  for  all 
jurisdictions  except  Indian  tribes  in  an 
interim  rule  published  at  56  FR  4480  on 
February  4, 1991. 

This  proposed  rule  would  implement 
section  836  as  it  applies  to  tribes.  Unlike 
other  applicants,  Indian  tribes  have  not 
previously  been  required  to  submit  a 
CHAP.  Further,  they  were  not  included 
in  the  NAHA  definition  of  a 
“jurisdiction,”  the  entity  charged  with 
submitting  a  CHAS.  Therefore,  the 
Department  concluded  that  they  need 
not  submit  a  housing  strategy,  or  CHAS. 
However,  the  Senate  Report 
accompanying  NAHA  states  in  the 
discussion  of  the  HOME  program; 

Although  a  tribe  would  not  be  required  to 
submit  a  housing  strategy,  as  provided  for  in 
Section  105,  a  grant  application  shall 
demonstrate  how  the  proposed  project  will 
contribute  to  a  comprehensive  approach  for 
expanding  the  supply  of  affordable  housing 
within  the  tribe's  jurisdiction.  S.  Rep.  No.  316, 
101st  Cong.,  2d  Sess.  65  (1990). 

During  Fiscal  Year  1991,  Indian  tribes 
participating  in  the  McKinney  Act 
programs  were  required  to  submit  a 
biennial  CHAP  before  or  with  their 
application  for  funding.  After  October  1, 
1991,  Indian  tribes  participating  in  these 
programs  are  required  under  §§  577.150 
and  576.150  to  complete  application 
forms  that  comply  with  the  language  of 
the  Senate  Report,  certifying  that  they 
are  following  the  strategy  outlined  in  the 
application;  except  that  with  respect  to 
Indian  tribes  having  a  biennial  CHAP 
covering  Fiscal  Year  1992,  this 
requirement  will  not  become  applicable 
until  after  October  1, 1992. 

Applicants  other  than  Indian  tribes 
had  submitted  annual  CHAPs  in 
October  1990.  HUD  did  not  require  the 
filing  of  new  biennial  CHAPS  by  those 
applicants  in  1991.  As  a  result,  in  Fiscal 
Year  1992,  non-Indian  tribe  applicants 


must  submit  a  certification  of 
consistency  with  an  approved  CHAS 
and  do  not  have  the  option  of  certifying 
compliance  with  a  biennial  CHAP  filed 
in  1991. 

2.  Other  Amendments 
Definitions  (§§  577.5  and  578.5) 

The  following  changes  would  be  made 
to  definitions  contained  in  §§  577.5  and 
578.5  of  the  existing  regulations; 

The  deHnition  of  handicapped  would 
be  changed  to  specifically  include 
persons  with  emotional  impairments, 
reflecting  the  definition  of  “person  with 
disabilities"  in  section  811(k)(2)  of  the 
NAHA.  Section  811  of  the  NAHA 
provides  for  a  new  supportive  housing 
program  for  persons  with  disabilities  to 
replace  the  loan  program  for  nonelderly 
handicapped  persons  under  section  202 
of  the  Housing  Act  of  1959.  Section 
422(2)  of  the  McKinney  Act  deHnes 
“handicapped"  as  an  individual  who  is 
handicapped  within  the  meaning  of 
section  202.  The  proposed  rule  amends 
the  definition  in  §  §  577.5  and  578.5  to 
pick  up  the  clarification  in  the  successor 
program  that  emotional  impairments  are 
intended  to  be  included  in  the  definition. 

In  addition,  the  proposed  rule  would 
delete  the  exclusion  in  the  definition  of 
handicapped  persons  in  §  §  577.5  and 
578.5  of  persons  whose  sole  impairment 
is  alcoholism  or  drug  addiction.  For 
purposes  of  the  Section  202  and  Section 
811  programs,  the  debnition  of 
handicapped  or  persons  with  disabilities 
(in  24  CFR  885.5  and  890.105)  excludes  a 
person  whose  sole  impairment  is 
alcoholism  or  drug  addiction.  The 
Section  202  program  and  now  the 
Section  811  program  are  intended  to 
serve  a  large  array  of  disabled  persons. 
Since  1979,  for  purposes  of  the  Section 
202  program,  it  has  been  the  opinion  of 
the  Department  that  the  definition  in 
section  202(d)(4)  (and  now  in  section 
811(k)(2))  cannot  be  construed  to 
exclude  otherwise  qualiHed  alcoholics 
and  drug  addicts  and  that  a  statutory 
amendment  would  be  needed  to 
accomplish  such  an  exclusion.  Whether 
an  alcoholic  or  drug  addict  is  disabled 
or  handicapped  within  the  section  202 
statutory  definition  depends  on  the 
nature  and  severity  of  the  individual's 
impairment.  In  the  Section  202  program 
(and  now  the  Section  611  program),  the 
limitation  on  eligibility  to  qualified 
handicapped  individuals  means  that  a 
handicapped  individual  must  meet 
general  program  eligibility  requirements. 
A  handicapped  person  may  be  denied 
services  or  benefits  of  a  program  if  the 
person  fails  to  meet  eligibility  criteria 
that  are  applied  to  all  potential 
beneficiaries,  even  if  the  reason  the 


person  does  not  meet  those  criteria  is 
related  to  the  handicap.  Eligibility  may 
also  be  restricted  as  a  result  of  statutory 
or  policy  limitations  on  the  type  of 
housing  that  will  be  provided  under  the 
program. 

The  Department  has  revisited  this 
issue  and  has  determined  that,  within 
the  context  of  the  Supportive  Housing 
Demonstration  programs  only,  persons 
whose  impairment  is  alcoholism  or  drug 
addiction  would  be  considered 
handicapped,  as  long  as  they  meet  the 
additionally  required  statutory  three- 
prong  test  that  the  impairment  (1)  is 
expected  to  be  of  long-continued  and 
indefinite  duration;  (2)  substantially 
impedes  his  or  her  ability  to  live 
independently;  and  (3)  is  of  such  a 
nature  that  the  ability  to  live 
independently  could  be  improved  by 
more  suitable  housing  conditions. 

The  Department  previously  made  the 
same  determination  in  the  Shelter  Plus 
Care  Guidelines,  published  February  4, 
1991  at  56  FR  4494.  HUD  implemented 
the  Section  202  component  of  Shelter 
Plus  Care  by  eliminating  the  exclusion 
of  persons  whose  sole  impairment  is 
alcoholism  or  drug  addiction  from  the 
definition  of  handicap  on  the  basis  that 
the  statutorily  stated  purpose  of  that 
program  was  to  assist  “homeless 
persons  with  disabilities  (primarily 
persons  who  are  seriously  mentally  ill, 
have  chronic  problems  with  alcohol, 
drugs,  or  both,  or  have  acquired 
immunodeficiency  syndrome  and 
related  diseases)”  (emphasis  added). 

While  the  Supportive  Housing 
Deinonstration  does  not  have  a  statutory 
mandate  to  serve  alcoholics  and  drug 
addicts,  the  program  purpose  is  to  serve 
the  homeless,  a  subgroup  of  the  general 
populace  with  a  high  incidence  of 
alcoholism  and  drug  addiction.  The 
Inter-Agency  Council  on  the  Homeless 
states  at  page  33  of  its  1990  Annual 
Report; 

Based  on  a  variety  of  studies  completed  in 
the  last  decade,  the  National  Institute  on 
Alcohol  Abuse  and  Alcoholism  (NIAAA)  of 
the  Alcohol,  Drug  Abuse  and  Mental  Health 
Administration  (ADAMHA)  estimates  that 
35-40%  of  the  homeless  population  suffers 
from  chronic  alcohol  problems  *  *  *. 
(SJtudies  indicate  that  alcoholism  among 
homeless  people  is  more  severe  than  it  is 
among  the  general  population,  as  measured 
by  physiological  and  behavioral  symptoms  of 
the  disease  (e.g.,  blackouts.  DT’s,  early 
morning  drinking,  and  experiences  of  adverse 
social  consequences  such  as  drinking-related 
arrests,  family  dissolutions,  loss  of  jobs,  etc.). 

Although  the  prevalence  of  other  drug  use 
in  the  homeless  population  is  less  studied, 
NIAAA  in  consultation  with  the  National 
Institute  on  Drug  Abuse,  Rossie,  and  others 
estimate  that  approximately  10%  to  20%  of 
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homeless  persons  have  chronic  problems 
with  drugs  other  than  alcohol. 

Further,  the  Supportive  Housing 
Demonstration  requires  a  clinical  fit 
between  the  audience  and  the 
supportive  services  to  be  provided. 
Recipients  must  provide  “supportive” 
housing  (section  421(a)  of  the  McKinney 
Act),  meaning  that  the  project  assisted 
must  include  both  housing  and 
supportive  services  (section  422(12)). 

The  supportive  services  are  to  address 
the  special  needs  of  the  homeless 
persons  intended  to  be  served  by  the 
project  (section  422(13)). 

This  approach  does  not  conflict  with 
the  statute  or  the  regulatory  approach  to 
eligibility  in  the  Section  202  and  Section 
811  programs.  The  Supportive  Housing 
Demonstration  applies  the  section  811 
definition  and  continues  to  apply  the 
three-prong  test  first  applied  in  the 
Section  202  nonelderly  handicapped 
program.  The  difference  in  emphasis  of 
the  persons  served  is  based  on 
programmatic  policy  consideration  of 
the  groups  to  be  served,  the  facilities 
designed  to  serve  this  population,  and 
the  nature  of  the  program. 

Because  of  confusion  on  the  part  of 
some  applicants  and  recipients,  the 
Department  wants  to  restate  in  this 
preamble  its  understanding  of  the 
statutory  definition  of  the  term  homeless 
as  repeated  in  this  rule.  The  Department 
places  the  section  103  definition  in  the 
context  of  the  findings  of  Congress  in 
section  102(a)  of  the  McKinney  Act.  The 
first  finding  states  that  “the  Nation  faces 
an  immediate  and  unprecedented  ciisis 
due  to  the  lack  of  shelter  for  a  growing 
number  of  individuals  and  families, 
including  elderly  persons,  handicapped 
persons,  families  with  children.  Native 
Americans,  and  veterans[.]"  (Emphasis 
added.)  All  the  other  findings,  as  well  as 
the  purpose  in  section  102(b),  use  the 
terms  “homeless”  or  “homelessness.” 
The  Department,  therefore,  concludes 
that  “lack  of  shelter”  and 
"homelessness”  are  used  synonymously 
in  section  102. 

Misunderstandings  regarding  the 
definition  of  homeless  have  arisen  in 
two  areas.  First,  there  has  been 
confusion  over  the  distinction  between 
persons  living  in  overcrowded  or 
substandard  housing  and  persons  who 
are  homeless.  The  Department  does  not 
believe  that  the  limited  resources  of  the 
Supportive  Housing  Demonstration 
programs  were  intended  to  be  used  to 
serve  persons  who  are  poorly  housed. 
The  Department  administers  other 
programs  to  serve  these  persons,  such  as 
the  Section  8  Housing  Assistance 
Payments  programs,  public  and  Indian 
housing,  and  ^e  HOME  program.  The 


intent  of  the  Supportive  Housing 
Demonstration  programs  is  to  help 
persons  who  lack  shelter. 

The  other  misimderstanding  involves 
the  distinction  between  persons  needing 
supportive  housing  [i.e.,  housing 
combined  with  supportive  services)  and 
persons  who  are  homeless.  The 
Department  recognizes  that  supportive 
housing  is  important  for  several 
populations.  The  Section  202  program 
has  long  been  a  source  of  supportive 
housing  for  elderly  and  handicapped 
persons.  A  new  program  that  will 
provide  supportive  housing  for  persons 
with  disabilities  was  authorized  by 
section  811  of  the  NAHA.  However, 
many  persons  needing  supportive 
housing  are  not  homeless.  The  limited 
resources  available  under  the  McKinney 
Act’s  Supportive  Housing 
Demonstration  programs  must  be  used 
for  homeless  persons. 

In  general,  homeless  persons  are 
persons  living  in  places  designed  to 
provide  temporary  living 
accommodations,  such  as  emergency 
shelters,  or  persons  living  in  public  or 
private  places  not  designed  for,  or 
ordinarily  used  as,  a  regular  sleeping 
accommodation  for  human  beings.  The 
latter  group  of  homeless  persons  are 
sometimes  referred  to  as  persons  living 
“on  the  street.” 

The  Department  also  considers  as 
homeless  those  persons  who  would 
become  homeless  imminently  because 
they  are  being  evicted  from  private 
dwelling  units  or  are  handicapped 
persons  being  discharged  from 
institutions,  and  because  no  subsequent 
residences  have  been  identified  and 
they  lack  the  resources  and  support 
networks  needed  to  obtain  access  to 
housing.  The  standard  to  be  followed  in 
determining  whether  these  persons  are 
homeless  is  to  a.sk  whether  without  the 
Supportive  Housing  Demonstration 
program  they  would  spend  the  night  in  a 
shelter  or  on  the  street. 

The  proposed  rule  would  amend  the 
definition  of  operating  costs  in  §§  577.5 
and  578.5  to  allow  repair  and 
maintenance  reserves  as  an  eligible 
operating  cost.  This  change  would 
recognize  the  need  for  funds  to  be  set 
aside  for  future  repairs  and 
maintenance.  The  definition  of 
supportive  services  would  also  be 
amended  to  add  case  management  as  a 
service  eligible  for  assistance.  Case 
management  is  an  essential  tool  for 
assuring  that  residents  are  receiving  the 
appropriate  services  and  for  assisting 
their  progress  toward  independence. 

Under  the  existing  Transitional 
Housing  rule,  a  recipient  is  required  to 
operate  the  housing.  The  proposed  rule 
would  amend  this  definition  in  9  577.5  to 


clarify  that  a  recipient  may,  as  an 
alternative,  contract  with  other 
organizations  to  carry  on  the  day-to-day 
operations  of  the  housing. 

The  definition  of  rehabilitation  in 
99  577.5  and  578.5  would  be  changed  to 
show  the  difference  between 
rehabilitation  and  new  construction.  The 
existing  definition  is  unnecessarily 
complicated.  Under  the  proposed  rule, 
rehabilitation  would  be  defined  as  the 
improvement  or  repair  of  an  existing 
structure  or  an  addition  to  an  existing 
structure  that  does  not  increase  the  floor 
area  by  more  than  100  percent.  The  rule 
would  continue  to  recognize  that  minor 
or  routine  repairs  are  not  considered 
rehabilitation. 

Types  of  Assistance  (§§  577.100  and 
578.100) 

Sections  577.100  and  578.100  would  be 
amended  to  allow  acquisition  assistance 
for  land  when  it  will  be  used  for  the  new 
construction  of  transitional  or 
permanent  housing.  This  change  would 
be  consistent  with  the  new  authority  to 
use  Supportive  Housing  assistance  for 
new  construction. 

These  sections  would  also  describe 
the  ways  in  which  assistance  may  be 
used.  Assistance  would  be  available  to: 
(1)  Establish  new  transitional  or 
permanent  housing  facilities;  (2)  expand 
existing  housing  to  increase  the  number 
of  persons  served  or  the  level  of  services 
provided:  (3)  bring  housing  to  applicable 
State  and  local  health  and  safety 
standards;  (4)  replace  the  loss  of  private 
funding;  and  (5)  continue  funding  for 
supportive  services  or  operating  costs, 
as  authorized  by  the  NAHA  and 
described  above.  Item  (4)  would  be 
added  to  help  maintain  the  viability  of 
existing  homeless  facilities  in  instances 
where  all  funds  originally  committed  by 
a  private  organization  have  been  spent 
and,  although  further  funding  is  needed, 
the  private  organization  does  not  plan  to 
provide  more. 

Acquisition  and  Rehabilitation  Grants 
(§§577.105,  577.110,  578.105,  578.110) 

Under  the  McKinney  Act  as  originally 
enacted,  advances  were  available  for  up 
to  $200,000  for  acquisition,  substantial 
rehabilitation,  or  acquisition  and 
rehabilitation  of  an  existing  structure. 
Assistance  for  moderate  rehabilitation 
was  available  in  the  form  of  grants. 
HUD’s  rule,  promulgated  shortly  after 
enactment  of  the  original  legislation, 
limited  grants  for  moderate 
rehabilitation  to  $100,000,  although  the 
statute  had  placed  no  limit  on  the 
amount  of  a  moderate  rehabilitation 
grant.  The  McKinney  Act  was  later 
amended  by  the  Stewart  B.  McKinney 
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Homeless  Assistance  Amendments  Act 
of  1988  to  allow  moderate  rehabilitation 
grants  for  up  to  $200,000,  and  the  rule 
was  amended  accordingly.  The  rule 
change  proposed  in  this  document 
would  eliminate  the  distinction  between 
substantial  rehabilitation  and  moderate 
rehabilitation.  The  Department  believes 
that  there  is  no  useful  purpose  for 
distinguishing  between  these  types  of 
assistance,  especially  after  the  NAHA 
amendments  in  1990  changed 
acquisition  and  substantial 
rehabilitation  assistance  from  advances 
to  grants  and  since  the  maximum 
amounts  available  for  each  are  the 
same. 

The  rule  would  provide  for  acquisition 
grants  for  up  to  $200,000  in  §§577.105 
and  578.105,  and  for  rehabilitation  grants 
for  up  to  $200,000  in  §§577.110  and 
578.110  without  regard  to  whether  the 
rehabilitation  is  substantial  or  moderate. 
As.sistance  under  both  categories — 
acquisition  and  rehabilitation — would 
continue  to  be  available. 

While  the  rule  would  generally 
continue  to  prohibit  assistance  for 
acquisition  of  existing  facilities  or 
programs  currently  serving  the 
homeless,  it  would  allow  an  exception 
in  §§  577.105(b)  and  578.105(b)  for 
applicants  that  have  operated  programs 
using  properties  leased  through  the 
Single  Family  Property  Disposition 
Homeless  Initiative.  Under  this 
exception,  HUD  would  consider 
applications  from  those  applicants  for 
grants  for  acquiring  the  properties.  This 
would  allow  such  properties  to  continue 
being  available  for  homeless  persons 
rather  than  being  returned  to  HUD  after 
the  lease  period  ends. 

Supportive  Services  Costs  (§§  577.115 
and  578.115) 

In  addition  to  the  changes  discussed 
in  the  section  above  on  the  amendments 
by  the  NAHA  to  assistance  for 
supportive  services,  the  rule  would 
permit  recipients  of  grants  for 
supportive  services  costs  to  continue 
providing  services  to  former  residents 
for  up  to  six  months  after  they  have  left 
transitional  housing,  provided  in  all  they 
do  not  receive  services  for  more  than  24 
months.  This  would  enable  recipients 
that  serve  persons  who,  although  living 
independently,  need  supportive  services 
during  the  period  of  time  immediately 
after  leaving  transitional  housing  to  help 
them  adjust  to  their  new  situations. 
Studies  have  shown  that  such  services 
significEuitly  increase  the  likelihood  that 
homelessness  will  not  reoccur. 


Technical  Assistance  (§§  577.120  and 
578.120) 

Sections  577.120  and  578.120  would  be 
added  to  the  rule  to  provide  for  a  set- 
aside  of  up  to  two  percent  of  the 
amounts  available  annually  for  the 
Supportive  Housing  Demonstration  to 
provide  technical  assistance  to 
applicants  (or  prospective  applicants) 
and  recipients  of  funds.  Technical 
assistance  in  the  areas  of  establishing 
and  operating  programs,  as  well  as 
providing  and  obtaining  supportive 
services,  would  include  written 
materials  and  training  workshops.  The 
Department  believes  that  providing  such 
technical  assistance  would  improve  the 
quality  and  cost  effectiveness  of  the 
programs  serving  the  homeless. 

Matching  Requirements  (§§  577.130  and 
578.130) 

With  regard  to  the  value  of  “in-kind" 
contributions  that  HUD  will  include  as  a 
source  of  matching  funds  for  acquisition, 
rehabilitation,  and  new  construction 
grants,  the  rule  would  be  amended  to 
increase  the  value  of  volunteer  time  and 
services  from  $5  an  hour  to  $10,  and 
permit  donated  professional  services, 
such  as  services  donated  by  health  care 
professionals,  to  be  counted  at  the 
customary  charge  for  the  service 
provided  (§§  577.130(c)(1)  and 
578.13(Hc)(l)).  The  Department 
recognizes  the  important  role  that 
volunteers  perform  in  the  success  of 
programs  serving  the  homeless,  and 
believes  that  the  use  of  volunteers  is 
indispensable  in  building  a  community- 
based  program. 

Assistance  Under  Other  HUD  Programs 
(§§  577.135  and  578.135) 

Sections  577.135  and  578.135  prohibit 
the  use  of  assistance  in  facilities  that 
involve  a  structure  that  is  assisted  by  a 
HUD-administered  housing  program  or 
where  residents  will  receive  HUD- 
administered  assistance.  The 
Department  is  considering  changing  its 
policy  to  allow  recipients  to  accept 
persons  with  Section  8  Certibcates, 
provided  the  requirements  of  the  Section 
8  Certificate  program  are  met.  (Those 
requirements  are  described  in  24  CFR 
part  882.)  The  Housing  Assistance 
Pa3rment  received  by  the  owner  would 
be  deducted  from  the  amount  of 
operating  costs  obligated  by  HUD  under 
the  grant  agreement.  If  adopted,  this 
policy  change  would  be  included  in  the 
final  rule,  although  it  does  not  appear  in 
the  text  of  today's  proposed  rule.  The 
Department  invites  the  public  to  submit 
specific  comments  on  this  proposal. 

Homeless  persons  obtaining  Section  8 
Certificates  often  need  supporting 


services  to  address  underlying  causes  of 
homelessness.  Permitting  Section  8 
Certificate  holders  to  use  the  assistance 
initially  in  a  transitional  housing  facility 
would  help  ensure  that  the  needed 
services  are  received.  After  preparation 
for  independent  living,  they  may  then 
use  the  Certificate  to  obtain  permanent 
private  market  housing.  (Persons  with 
Section  8  Vouchers  would  not  be 
accepted  because  the  amount  of  rent 
that  may  be  payable  by  a  tenant  is 
incompatible  with  the  resident  rent 
requirements  of  these  programs.) 

Application  and  Selection  Process 
(Subpart  D) 

Sections  577.210  and  578.210.  which 
describe  the  requirements  for 
applications,  would  be  amended  to 
eliminate  the  requirement  for  a  written 
statement  from  the  local  government  in 
which  the  housing  is  located  that  the 
proposed  use  of  the  structure  and  site  is 
not  inconsistent  with  any  local 
government  plan.  Facperience  with  the 
program  has  shown  that  this 
requirement  is  confusing  and 
unnecessarily  burdensome  to  applicants, 
and  is  of  minimal  use  to  HUD  in 
determining  whether  to  approve  an 
application.  However,  the  requirement 
for  evidence  that  the  proposed  use  of  the 
site  is  permissible  under  apphcable 
zoning  ordinances  or  regulations,  or  will 
be  made  permissible  within  four  months 
of  application  submission,  would  be 
retained. 

An  application  may  also  be 
considered  for  funding  if  it  contains 
proof  that  a  lawsuit  or  HUD  complaint 
was  filed  challenging  the  legality  of 
current  zoning  ordinances  or 
regulations.  Iliis  change  would  allow 
consideration  of  the  application; 
however,  any  execution  of  grants  would 
depend  on  the  successful  resolution  of 
the  challenge. 

These  sections  would  also  be 
amended  to  require  that  applicants 
include  in  their  applications  evidence 
that  the  resources  to  carry  out  proposed 
activities  will  be  available.  This 
information  is  critical  to  HUD's  decision 
on  whether  the  applicant’s  proposal  is 
financially  feasible. 

The  sections  on  selection  criteria 
(§§  577J215  and  578.215)  would  be 
amended  to  delete  detailed  descriptions 
of  each  criterion.  The  factors  relevant  to 
each  criterion  will  be  described  in  detail 
in  the  notices  announcing  the 
availability  of  funds.  This  change  would 
allow  maximum  program  flexibility  in 
responding  to  any  changing 
programmatic  needs.  These  sections 
would  also  be  amended  to  include  as  a 
selection  factor  the  extent  to  which  an 
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applicant  for  grants  for  operating  and 
supportive  services  costs  proposes  funds 
in  excess  of  the  minimum  amounts 
required  for  its  share  of  those  costs. 

In  addition,  the  selection  criterion  for 
permanent  housing  applications  with 
regard  to  neighborhood  integration 
would  be  eliminated.  This  criterion  has 
not  proved  useful  in  rating  applications. 
However,  the  requirement  for 
neighborhood  integration  is  retained  as 
an  eligibility  criterion  since  it  is  required 
by  section  422(13)(B)  of  the  McKinney 
Act.  The  rule  would  clarify,  in 
S  578.325(c),  that  each  permanent 
housing  facility  must  be  integrated  into 
the  neighborhood  in  which  it  is  located, 
and  that  this  is  evidenced  by  plans  for 
resident  participation  in  neighborhood 
activities  and  institutions.  This  does  not 
mean  that  neighborhood  acceptance  is 
required. 

A  selection  criterion  regarding  project 
quality  would  be  added  for  transitional 
housing  applications.  Similar  to  the 
project  quality  criterion  in  the 
permanent  housing  program,  it  refers  to 
the  overall  quality  of  the  transitional 
housing  program,  e.g.,  the  extent  to 
which  the  program  meets  the  total  needs 
of  residents  including  assurance  of 
security  within  and  around  the  facility, 
access  to  services  and  transportation, 
and  privacy  space  for  social  and 
recreational  needs. 

Sections  577.225  and  578.225,  which 
describe  the  procedure  for  Final 
selection,  currenlty  provide  that,  in  the 
event  of  a  tie  between  applicants,  HUD 
will  use  the  quality  of  the  proposal  as 
one  of  the  selection  criteria  in 
determining  which  application  should  be 
selected.  The  proposed  rule  would 
replace  that  criterion  with  the  delivery 
of  supportive  services,  which  is  one  of 
the  selection  criteria  of  §§  577.215  and 
578.215  and,  therefore,  is  deHned  and 
more  easily  measured.  (The  other 
selection  criterion  used  in  the  case  of 
ties  is  the  need  for  the  project,  which  is 
also  a  selection  criterion  under 
§§  577.215  and  578.215.) 

Paragraph  (c)  of  §§  577.225  and 
578.225  describes  the  policy  for 


awarding  grants  when  HUD  makes  a 
procedural  error  in  a  funding 
competition  that,  when  corrected,  would 
result  in  su^icient  points  to  warrant 
funding  to  an  otherwise  eligible 
applicant.  The  current  rule  provides  that 
the  applicant  may  be  awarded 
assistance  in  the  next  funding 
competition.  The  proposed  change 
would  provide  that  HUD  would  award  a 
grant  as  sufficient  funds  become 
available.  This  change  in  timing  would 
allow  funding  with  funds  that  may 
become  available  as  a  result  of 
deobligation,  and  would  speed  up  the 
funding  for  the  applicant. 

Habitability  Standards  (§§  577.305  and 
578.305) 

The  proposed  rule  would  include,  for 
the  First  time  in  the  Supportive  Housing 
Demonstration,  minimal  habitability 
standards  for  the  housing  of  homeless 
persons  under  this  program.  Section  102 
of  the  NAHA  provides  that  the  objective 
of  national  housing  policy  is  to  reafHrm 
the  long-established  national 
commitment  to  decent,  safe,  and 
sanitary  housing  for  every  American. 
HUD  believes  that  the  standards 
provided  in  the  rule  would  ensure  that 
the  housing  assisted  under  the  programs 
for  the  homeless  meets  this  national 
commitment. 

Except  where  variations  are  approved 
by  HUD,  recipients  would  be  required  to 
provide  housing  that  meets  the 
standards  described  in  §§  577.305(b) 
and  578.305(b)  with  regard  to:  (1) 
Structure  and  materials;  (2)  access;  (3) 
space  and  security;  (4)  interior  air 
quality;  (5)  water  supply;  (6)  sanitary 
facilities;  (7)  thermal  environment;  (8) 
illumination  and  electricity;  (9)  food 
preparation  and  refuse  disposal;  and  . 
(10)  sanitary  conditions. 

Lead-based  Paint  (§§  577.335(d)  and 
578.335(d) 

The  proposed  rule  would  subject 
property  under  the  program  to  the  lead- 
based  paint  detection  and  abatement 
requirements  in  24  CFR  part  35  (HUD's 
basic  lead-based  paint  prevention 
requirements).  The  Department  is 


currently  revising  part  35  to  reflect 
requirements  based  on  current 
knowledge  of  the  nature  of  the  problem 
and  the  means  to  detect  and  abate  it. 
Because  of  the  revised  language  in  this 
proposed  rule  concerning  lead-based 
paint  requirements,  when  the  new  part 
35  regulations  are  issued,  its 
requirements  will  automatically  apply  to 
this  program. 

Amendments  to  Approved  Applications: 
Deobligation  of  Funds  (§§  577.400  and 
578.400) 

Sections  577.400  and  578.400  would  be 
amended  to  provide  that  changes  a 
recipient  makes  to  its  program  after 
approval  of  an  application  must  be 
approved  by  HUD.  In  addition,  these 
sections  would  be  amended  to  eliminate 
the  provision  that  HUD  may  adjust  an 
operating  cost  grant  downward  if  a 
recipient  receives  more  in  rents  from  its 
residents  than  anticipated.  HUD 
believes  that  it  is  unlikely  that  rents 
would  produce  large  excesses,  and  in 
any  case,  may  contribute  to  the  long¬ 
term  feasibility  of  the  recipient’s 
program. 

Paragraph  (f)  would  be  added  to 
§§  577.400  and  578.400  to  clarify  HUD’s 
authority  to  recapture  funds  that  have 
been  disbursed  to  a  recipient  if 
necessary. 

III.  Other  Matters 

Some  of  the  information  collection 
requirements  in  this  rule  have  been 
reviewed  by  the  Office  of  Management 
and  Budget  under  the  Paperwork 
Reduction  Act  and  assigned  OMB 
approval  numbers,  which  appear  in  the 
text  of  the  proposed  regulations.  The 
Department  anticipates  that  the 
amendments  to  the  programs  proposed 
in  this  rule  with  regard  to  renewed 
assistance  will  increase  the  information 
requested  and  burden  hours  previously 
approved.  Therefore,  the  amended 
information  collection  requirements 
have  been  submitted  to  OMB  for  review. 
The  new  information  collection 
requirements  and  estimated  burden 
hours  are  as  follows: 


Description 

Number  of 
respondents 

Responses 

per 

respondent 

Total  annual 
responses 

Hours  per 
response 

Total 

hours 

Application  for  renewed  funding; 

Perm  Hsg  (578.217) . 

.  90 

1 

90 

30 

2700 

Trans  Hsg  (577.217) . 

. . .  125 

1 

125 

30 

3750 

Total  annual  burden . 

6450 

This  rule  would  not  constitute  a 
’’major  rule”  as  that  term  is  deHned  in 
section  1(d)  of  the  Executive  Order  on 


Federal  Regulations  issued  by  the 
President  on  February  17, 1981.  An 
analysis  of  the  rule  indicates  that  it 


would  not  (1)  have  an  annual  effect  on 
the  economy  of  $100  million  or  more;  (2) 
cause  a  major  increase  in  costs  or  prices 
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for  consumers,  individual  industries. 
Federal,  State,  or  local  government 
agencies,  or  geographic  regions;  or  (3) 
have  a  significant  adverse  effect  on 
competition,  employment,  investment, 
productivity,  innovation,  or  on  the 
ability  of  United  States-based 
enterprises  to  compete  with  foreign- 
based  enterprises  in  domestic  or  export 
markets. 

A  Finding  of  No  Significant  Impact 
with  respect  to  the  environment  has 
been  made  in  accordance  with  HUD 
regulations  at  24  CFR  part  50,  which 
implement  section  102(2)(C)  of  the 
National  Environmental  Policy  Act  of 
1969.  The  Finding  is  available  for  public 
inspection  between  7:30  a.m.  and  5:30 
p.m.  weekdays  in  the  Office  of  the  Rules 
Docket  Clerk,  Office  of  the  General 
Counsel,  Department  of  Housing  and 
Urban  Development  room  10276. 451 
Seventh  Street  SW.,  Washington,  DC 
20410. 

The  General  Counsel,  as  the 
designated  official  under  Executive 
Order  12606,  The  Family,  has 
determined  that  some  of  the  policies  in 
this  proposed  rule  may  have  a  potential 
significant  impact  on  the  formation, 
maintenance,  and  general  well-being  of 
participating  homeless  families. 
Participation  of  families  in  the  program 
can  be  expected  to  support  family 
values,  by  helping  families  remain 
together;  by  enabling  them  to  live  in 
decent,  safe,  and  sanitary  housing;  and 
by  offering  the  supportive  services  that 
are  necessary  to  acquire  the  skills  and 
means  to  live  independently  in 
mainstream  American  society.  Since  the 
impact  on  the  family  is  considered  to  be 
a  beneficial  one,  no  further  review  is 
necessary. 

The  General  Counsel  has  also 
determined,  as  the  Designated  Official 
for  HUD  under  section  6la)  of  Executive 
Order  12612,  Federalism,  that  the 
provisions  in  the  rule  requiring 
applicants  to  assume  the  responsibilities 
for  environmental  review, 
decisionmaking,  and  action  under  NEPA 
and  other  environmental  authorities 
have  Federalism  implications.  While  the 
assignment  of  these  responsibilities 
under  section  104(g)  of  the  Housing  and 
Community  Development  Act  of  1974  is 
discretionary  with  HUD,  it  is  authorized 
by  and  clearly  the  intent  of  section  443 
of  the  McKiimey  Act.  Therefore,  the 
policy  is  not  subject  to  review  under 
Executive  Order  12612. 

In  accordance  with  5  U.S.C.  605(b) 

(the  Regulatory  Flexibility  Act),  the 
Undersigned  hereby  certifies  that  this 
rule  would  not  have  a  significant 
economic  impact  on  a  substantial 
number  of  small  entities  because  the 
program  has  been  designed  to  allow 


applicants  to  design  programs  that 
provide  housing  and  supportive  services 
to  homeless  families  and  individuals 
with  as  little  regulation  as  possible 
under  the  existing  law. 

This  rule  was  listed  as  item  number 
1452  in  the  Department’s  Semiannual 
Agenda  of  Regulations  published  at  56 
FR  53380,  53417  on  October  21, 1991, 
under  Executive  Order  12291  and  the 
Regulatory  Flexibility  Act. 

List  of  Subjects 
24  CFR  Part  577 

Community  facilities.  Employment, 
Grant  programs — housing  and 
community  development.  Grant 
programs — social  programs. 
Handicapped,  Homeless.  Indians, 

Mental  health  programs,  NonproHt 
organizations.  Reporting  and 
recordkeeping  requirements.  Technical 
assistance. 

24  CFR  Part  578 

Community  facilities.  Grant 
programs — housing  and  community 
development.  Grant  programs — social 
programs.  Handicapped.  Homeless, 
Indians.  Mental  health  programs. 
Nonprofit  organizations.  Reporting  and 
recordkeeping  requirements.  Technical 
assistance. 

For  the  reasons  stated  in  the 
preamble,  parts  577  and  578  of  title  24  of 
the  Code  of  Federal  Regulations  are 
proposed  to  be  amended  as  follows: 

PART  577~TRANSITIONAL  HOUSING 

1.  Part  577,  consisting  of  subparts  A 
through  F,  would  be  revised  to  read  as 
follows: 

Subpart  A — General 

Sec. 

577.1  Applicability  and  scope. 

577.5  Definitions. 

577.10  Waivers. 

Subpart  B— Assistance  Provided 

577.100  Types  of  assistance. 

577.105  Acquisition  grants. 

577.110  Rehabilitation  grants. 

577.112  New  construction  grants. 

577.115  Funding  for  supportive  services 
costs. 

577.116  Funding  for  operating  costs. 

577.117  Recipient  share  of  supportive 
services  and  operating  costs. 

577.119  Administrative  costs  for  grants. 

577.120  Technical  assistance. 

577.125  Limitations  on  use  of  assistance. 
577.130  Matching  requirements. 

577.135  Assistance  under  other  HUD 
programs. 

S'jbpart  C— Comprehensive  Housing 
AffordabiUty  Strategy 

577.150  Comprehensive  Housing 
Affordability  Strategy. 


Subpart  D— Application  and  Selection 
Process 

577.200  Notice  of  fund  availability. 

577.205  Selection  process. 

577.210  Application  requirements. 

577.215  Ranking  criteria  for  applicants. 
577.217  Application  and  selection  process 
for  renewal  grants. 

577.220  Environmental  review. 

577.225  Final  selection. 

Subpart  E — Program  Requirements 

577.300  Grant  agreement. 

577.305  General  operation. 

577.310  Term  of  commitment;  repayment  of 
grant;  conversion  of  advances  to  grants. 
577.315  Displacement,  relocation,  and 
acquisition. 

577.320  Resident  rent. 

577.325  Discharge  of  residents. 

577.330  Flood  insurance. 

577.335  Applicability  of  other  Federal 
requirements. 

Subpart  F— Administration 

577.400  Obligation  of  funds,  amendments. 

and  deobligation. 

577.405  Site  change. 

Authority:  Sec.  426,  Stewart  B.  McKinney 
Homeless  Assistance  Act  (42  U.S.C.  11386); 
sec.  7(d).  Department  of  Housing  and  Urban 
Development  Act  (42  U.S.C.  3535(d)). 

Subpart  A— General 
§  577.1  Applicability  and  scope. 

(a)  General.  The  Supportive  f  lousing 
Demonstration  program  contained  in 
subtitle  C  of  title  IV  of  the  Stewart  B. 
McKinney  Homeless  Assistance  Act  is 
designed  to  develop  innovative 
approaches  for  providing  supportive 
housing,  especially  to  deinstitutionalized 
homeless  individuals,  homeless  families 
with  children,  and  homeless  individuals 
with  mental  disabilities  and  other 
handicapped  homeless  persons.  A 
central  purpose  of  the  program  is  to 
provide  supportive  housing  for 
deinstitutionalized  homeless  individuals 
and  other  homeless  individuals  with 
mental  disabilities.  It  is  designed  to 
determine; 

(1)  The  cost  of  acquisition, 
rehabilitation,  new  construction,  or 
leasing  of  existing  structures  for  the 
provision  of  supportive  housing; 

(2)  The  cost  of  operating  such  housing 
and  providing  supportive  services  to  the 
residents  of  such  housing; 

(3)  The  social,  financial,  and  other 
advantages  of  such  housing  as  a  means 
of  assisting  homeless  individuals;  and 

(4)  The  lessons  that  the  provision  of 
supportive  housing  might  have  for  the 
design  and  implementation  of  housing 
programs  that  serve  homeless 
individuals  and  families  with  special 
needs,  particularly  deinstitutionalized 
homeless  individuals,  homeless  families 
with  children,  homeless  individuals  with 
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mental  disabilities,  and  other 
handicapped  homeless  persons. 

(b)  Components.  The  Supportive 
Housing  Demonstration  program 
consists  of  two  componmits:  Permanent 
housing  for  handicapped  homeless 
persons  and  transitional  housing.  Part 
577  of  this  title  implements  the 
transitional  housing  component  of  the 
program.  Part  578  of  this  title  provides 
for  a  program  to  assist  in  providing 
permanent  housing  for  handicapped 
homeless  persons. 

9  577.5  DefMtiOfW. 

As  used  in  this  part; 

Applicant  means  a  State,  metropolitan 
city,  urban  county,  governmental  entity, 
tribe,  or  private  nonprofit  organization 
that  submits  an  application  for 
assistance  under  this  part. 

Governmental  entities  include  those  that 
have  general  governmental  powers 
(such  as  a  city  or  county),  as  well  as 
those  that  have  limited  or  special 
powers  (such  as  public  housing 
agencies). 

Child  care  services  means 

(1)  Establishing,  licensing,  and 
operating  a  child  care  facility  for 
residents;  or 

(2)  (i)  Contributions  for  the  child  care 
costs  of  residents  to  existing  community 
child  care  programs  and  fatties;  and 

(ii)  Counseling  designed  to  inform  the 
residents  of  pubbc  and  private  child 
care  services  for  which  they  are  eligible. 

(3)  Child  care  services,  whether  an  on¬ 
site  facility  operated  by  the  recipient  or 
an  off-site  facility  contributed  to  by  the 
recipient,  must  meet  any  applicable 
State  and  local  laws. 

Comprehensive  Housing  Affordability 
Strategy  (CHAS  or  housing  strategy) 
means  the  housing  strategy  prepaii^  by 
a  jurisdiction  and  submitted  to  HUD  in 
accordance  with  24  CFR  part  91. 

Date  of  initial  occupancy  means  the 
date  that  the  transitional  housing  is 
initially  occupied  by  a  homeless  person 
for  whom  assistance  is  provided  under 
this  piul  If  the  assistance  is  for  an 
existing  homeless  facility,  the  date  of 
initial  occupancy  is  the  date  that 
services  are  first  provided  to  the 
residents  of  transitional  housing  with 
funding  under  this  part. 

Deinstitutionalized  homeless 
individual  means  a  homeless  individual 
with  mental  disabilities  who  has  been 
discharged  or  released  fi:om  a  mental 
institution  or  hospital,  a  halfway  house, 
or  similar  facility  providing  housing  and 
supportive  services  to  its  residents.  This 
term  includes  a  homeless  family,  if  the 
head  of  the  family  (or  the  spouse  of  the 
head  of  the  family)  is  a 
deinstitutionalized  homeless  individual. 

Employment  assistance  means 


(1)  Placement  of  residents  in  jobs 
outside  the  housing  or,  if  this  is  not 
feasible,  employment  of  residents  in  the 
operation  and  maintenance  of  the 
housing; 

(2)  Where  necessary  and  appropriate, 
payment  of  reasonable  transportation 
costs  of  residents  to  places  of 
employment  outside  the  housing; 

(3)  ^ployment  counseling;  and 

(4)  Technical  courses  leading  to 
employment 

Handicapped  or  Handicapped  person 
means  a  household  composed  of  one  or 
more  persons  at  least  one  of  whom  is  an 
adult  who  has  a  disability.  A  person  is 
considered  to  have  a  disability  if  such 
person  is  determined  to  have  a  physical, 
mental,  or  emotional  impairment  Aat  is 
expected  to  be  of  long-continued  and 
indefinite  diiration,  substantially 
impedes  his  or  her  ability  to  live 
independently,  and  is  of  such  a  nature 
that  the  ability  to  live  independently 
could  be  improved  by  more  suitable 
housing  conditions.  This  term  includes: 

(1)  An  individual  who  is 
developmentally  disabled,  Le.,  an 
individual  who  has  a  severe  chronic 
disability  that: 

(1)  Is  attributable  to  a  mental  or 
physical  impairment  or  combination  of 
mental  and  physical  impairments; 

(ii)  Is  mai^ested  before  the  person 
attains  age  22; 

(iii)  Is  likely  to  continue  indefinitely: 

(iv)  Results  in  substantial  functional 
limitations  in  three  or  more  of  the 
following  areas  of  major  life  activity: 

(A)  Self-care: 

(B)  Receptive  and  expressive 
language; 

(C)  Learning; 

(D)  Mobility, 

(E)  Self-direction; 

(F)  Capacity  for  independent  living; 
and 

(G)  Economic  self-sufficiency  and 

(v)  Reflects  the  person's  need  for  a 
combination  and  sequence  of  special, 
interdisciplinary,  or  generic  care, 
treatment,  or  other  services  that  are  of 
lifelong  or  extended  duration  and  are 
individually  planned  and  coordinated. 

(2)  An  individual  who  is  chronically 
mentally  ill,  i.e.,  an  individual  who  has  a 
severe  and  persistent  mental  or 
emotional  impairment  that  seriously 
limits  his  or  her  ability  to  live 
independently  {e.g.,  by  limiting 
functional  capacities  relative  to  primary 
aspects  of  daily  living  such  as  personal 
relations,  living  arrangements,  work,  or 
recreation),  and  whose  impairment 
could  be  improved  by  more  suitable 
housing  conditions. 

Homeless  means: 


(1)  An  individual  or  family  that  lacks 
a  ^ed,  regular,  and  adequate  nighttime 
residence;  or 

(2)  An  individual  or  family  that  has  a 
primary  ni^ttime  residency  that  is: 

(i)  A  supervised  publicly  or  privately 
operated  shelter  designed  to  provide 
temporary  living  accommodations 
(including  welfare  hotels,  congregate 
shelters,  and  transitional  housing  for  the 
mentally  ill); 

(ii)  An  institution  that  provides  a 
temporary  residence  for  individuals 
intended  to  be  institutionalized;  or 

(iii)  A  public  or  private  place  not 
designed  for,  or  ordinarily  used  as,  a 
regular  sleeping  accommodation  for 
human  beings. 

(3)  This  term  does  not  include  any 
in^vidual  imprisoned  or  otherwise 
detained  under  an  Act  of  the  Congress 
or  a  State  law. 

Homeless  family  with  children  means 
a  homeless  family  that  includes  at  least 
one  parent  or  guardian  and  one  child 
under  the  age  of  18,  a  homeless  pregnant 
woman,  and  a  homeless  individual  in 
the  process  of  securing  legal  custody  of 
any  person  who  has  not  attained  the  age 
of  18  years. 

HUD  means  the  Department  of 
Housing  and  Urban  Development. 

Metropolitan  city  means  a  city  that  is 
classified  as  a  metropobtan  city  under 
section  102(a)(4)  of  the  Housing  and 
Community  Development  Act  of  1974.  In 
general,  metropolitan  cities  are  those 
cities  are  those  cities  that  are  eligible  for 
an  entitlement  grant  xmder  25  CFR  part 
570,  subpart  D. 

New  construction  means  the  building 
of  a  structure  where  none  existed  or  an 
addition  to  an  existing  structure  that 
increases  the  floor  area  by  more  than 
100  percent. 

Operating  costs  means  expenses  that 
a  recipient  incurs  for. 

(1)  Administration  (including  staff 
salaries),  maintenance,  minor  or  routine 
repair,  repair  and  maintenance  reserve, 
security  and  rental  of  the  housing; 

(2)  Utilities,  insiu^nce,  fuel, 
furnishings,  and  equipment  for  the 
housing; 

(3)  Relocation  assistance  under 
S  577.315  of  this  part  including 
payments  and  services;  and 

(4)  Other  costs  associated  with 
operating  the  transitional  housing. 

Private  nonprofit  organization  means 
a  secular  or  religious  organization,  no 
part  of  the  net  earnings  of  which  may 
inure  to  the  benefit  of  any  member, 
founder,  contributor,  or  individual.  The 
organization  must: 

(1)  Have  a  voluntary  board; 

(2)  Have  a  functioning  accounting 
system  that  is  operated  in  accordance 
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with  generally  accepted  accounting 
principles,  or  designate  an  entity  that 
will  maintain  a  functioning  accounting 
system  for  the  organization  in 
accordance  with  generally  accepted 
accounting  principles;  and 

(3)  Practice  nondiscrimination  in  the 
provision  of  assistance  under  the 
transitional  housing  program  in 
accordance  with  the  authorities 
described  in  §  577.335(a)  of  this  part. 

Recipient  means  the  applicant, 
approved  by  HUD  as  financially 
responsible,  that  executes  a  grant 
agreement  with  HUD  to  provide 
transitional  housing.  The  recipient  is 
responsible  for  operating  or  contracting 
for  the  operation  of  transitional  housing 
and  for  providing  or  coordinating  the 
provision  of  supportive  services  to  the 
residents  of  the  housing. 

Rehabilitation  means  the 
improvement  or  repair  of  an  existing 
structure  or  an  addition  to  an  existing 
structure  that  does  not  increase  the  floor 
area  by  more  than  100  percent. 
Rehabilitation  does  not  include  minor  or 
routine  repairs. 

State  means  any  of  the  several  States, 
the  District  of  Columbia,  the 
Commonwealth  of  Puerto  Rico,  the 
Virgin  Islands,  Guam,  American  Samoa, 
the  Northern  Mariana  Islands,  the  Trust 
Territory  of  the  Pacific  Islands,  and  any 
other  territory  or  possession  of  the 
United  States. 

Supportive  services  means  services 
provided  for  the  purpose  of  facilitating 
the  movement  of  the  residents  of 
transitional  housing  to  independent 
living.  Supportive  services  must  address 
the  special  needs  of  the  homeless  to  be 
served  by  the  transitional  housing  (such 
as  deinstitutionalized  homeless 
individuals,  homeless  families  with 
children,  homeless  individuals  with 
mental  disabilities,  and  other 
handicapped  homeless  persons). 
Supportive  services,  may  include,  but 
are  not  limited  to; 

(1)  Case  management; 

(2)  Assistance  in  obtaining  permanent 
housing; 

(3)  Medical  and  psychological 
counseling  and  supervision; 

(4)  Live  skills  training; 

(5)  Nutritional  counseling; 

(6)  Assistance  in  obtaining  other 
Federal,  State,  and  local  assistance 
available  for  residents  of  transitional 
housing  facilities,  including  mental  ■ 
health  benefits;  employment  counseling; 
medical  assistance;  Veterans’  benefits; 
and  income  support  assistance,  such  as 
Supplemental  Security  Income  benefits. 
Aid  to  Families  with  Dependent 
Children,  General  Assistance,  and  Food 
Stamps,  and 


(7)  Other  services,  such  as  child  care 
and  employment  assistance. 

All  or  part  of  the  supportive  services 
may  be  provided  directly  by  the 
recipient  or  by  arrangement  with  public 
or  private  service  providers. 

Transitional  housing  means 
assistance  under  this  part: 

(1)  That  is  designed  to  provide 
housing  and  appropriate  supportive 
services  to  homeless  persons,  including 
(but  not  limited  to)  deinstitutionalized 
homeless  individuals  with  mental 
disabilities  and  other  homeless 
individuals  with  mental  disabilities,  and 
homeless  families  with  children;  and 

(2)  That  has  as  its  purpose  facilitating 
the  movement  of  homeless  individuals 
to  independent  living  within  24  months, 
or  within  a  longer  period  determined  by 
HUD  as  necessary  to  facilitate  the 
transition. 

Tribe  means  any  Indian  tribe,  band, 
group,  or  nation,  including  Alaska 
Indians,  Aleuts,  and  Eskimos  and  any 
Alaskan  Native  Village,  of  the  United 
States,  which  is  considered  an  eligible 
recipient  under  Title  I  of  the  Indian  Self- 
Determination  and  Education 
Assistance  Act  (25  U.S.C.  450)  or  was 
considered  an  eligible  recipient  under 
the  State  and  Local  Fiscal  Assistance 
Act  of  1972  (321  U.S.C.  6701)  before 
repeal  of  that  Act.  Eligible  recipients 
under  the  Indian  Self-Determination  and 
Education  Assistance  Act  are 
determined  by  the  Bureau  of  Indian 
Affairs. 

Urban  county  means  a  coimty  that  is 
classified  as  an  urban  county  under 
section  102(a)(6)  of  the  Housing  and 
Community  Development  Act  of  1974.  In 
general,  urban  counties  are  those 
counties  that  are  eligible  for  an 
entitlement  grant  under  24  CFR  part  570, 
subpart  D. 

§577.10  Waivers. 

Upon  completion  of  a  determination 
and  finding  of  good  cause  by  the 
Assistant  Secretary  for  Community 
Planning  and  Development,  HUD  may 
waive  any  provision  of  this  part  in  any 
particular  case  subject  only  to  statutory 
limitations.  Each  waiver  must  be  in 
writing,  and  must  be  supported  by 
documentation  of  the  facts  and  reasons 
that  formed  the  basis  for  the  waiver. 
HUD  will  publish  a  notice  in  the  Federal 
Register  informing  the  public  of  all 
waivers  granted  imder  this  section  and 
containing  all  relevant  information 
concerning  the  waiver. 


Subpart  B— Assistance  Provided 

§  577.100  Types  of  assistance. 

(a)  Assistance  available.  Grant 
assistance  for  transitional  housing  is 
available  for: 

(1)  Acquisition  of  land  or  structures: 

(2)  Rehabilitation  of  structures; 

(3)  New  construction; 

(4)  Operating  cost;  and 

(5)  Supportive  services  costs, 
including  costs  for  employment 
assistance  and  child  care  services; 

(b)  Eligibility  for  more  than  one  type 
of  assistance.  Applicants  may  apply  for 
more  than  one  type  of  assistance. 

(c)  Use  of  transitional  housing 
assistance.  Assistance  available  for 
transitional  housing  may  be  used: 

(1)  To  establish  new  transitional 
housing  facilities; 

(2)  To  expand  transitional  housing  in 
order  to  increase  the  number  of 
homeless  persons  served  or  to  increase 
the  level  of  supportive  services  provided 
to  homeless  persons; 

(3)  To  bring  transitional  housing  to  a 
level  that  meets  State  and  local 
government  health  and  safety  standards; 

(4)  To  replace  the  loss  of  private 
funding  for  transitional  housing  that  has 
ceased  after  completion  of  the  funding 
period  specified  in  the  award  of  private 
fimding,  up  to  the  amount  lost  or  the 
limit  in  §  577.117  of  this  part,  whichever 
is  lower;  and 

(5)  To  continue  funding  transitional 
housing  where  the  recipient  has 
received  fimding  under  this  part  for 
supportive  services  or  operating  costs. 

(d)  Structures  used  for  multiple 
purposes.  Structures  used  to  provide 
transitional  housing  may  also  be  used 
for  other  purposes.  For  example,  a 
structure  may  contain  facilities  for  an 
emergency  shelter  as  well  as 
transitional  housing,  may  be  used  to 
provide  supportive  services  to  the  public 
at  large,  or  may  include  commercial 
space.  Under  these  circumstances, 
however,  acquisition,  rehabilitation,  and 
new  construction  grants  will  be 
available  only  in  proportion  to  the  use  of 
the  structure  for  transitional  housing, 
and  the  funding  for  operating  costs  and 
supportive  services  costs  will  be 
available  only  to  support  the  costs 
related  to  transitional  housing. 

(e)  Technical  assistance.  HUD  may 
offer  technical  assistance,  as  described 
in  §  577.120  of  this  part. 

§  577.105  Acquisition  grants. 

(a)  Use.  HUD  will  grant  funds  to 
recipients  to: 

(1)  Defray  the  cost  of  the  acquisition 
of  real  property  selected  by  the 
recipients  for  use  in  the  provision  of 
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transitional  housing  (including  property 
acquired  through  the  Single  Family 
Property  Disposition  Homeless 
Initiative);  or 

(2)  Repay  the  outstanding  debt  on  a 
loan  made  to  purchase  property  that  will 
be  used  in  the  provision  of  transitional 
housing,  if  the  property  has  not  been 
used  previously  as  supportive  housing. 

(b)  Existing  facilities.  HUD  will  not 
provide  assistance  under  this  part  for 
acquisition  of  existing  facilities  that 
currently  serve  homeless  persons, 
except  properties  leased  through  the 
Single  Family  Property  Disposition 
Homeless  Initiative,  described  in 
subpart  E  of  24  CFR  part  291. 

(c)  Amount.  If  the  applicant  meets  the 
matching  share  requirements  at 

§  577.130  of  this  part,  the  maximum 
grant  available  for  acquisition  is  the 
lower  of: 

(1)  $200,000;  or 

(2)  The  total  cost  of  the  acquisition 
minus  the  applicant's  contribution 
toward  the  cost  of  the  acquisition. 

(d)  Increased  amounts.  In  areas 
determined  by  HUD  to  have  high 
acquisition  and  rehabilitation  costs, 
grants  of  more  than  $200,000,  but  not 
more  than  $400,000,  may  be  available. 

(A  list  of  these  geographic  areas  is 
included  in  the  application  package  or  is 
available  from  HUD  field  offices.)  All 
requirements  for  matching  funds 
described  in  $  577.130  of  diis  part  are 
applicable  to  increased  grants. 

§  577.1 10  Rehabilitation  grants. 

(a)  Use.  HUD  will  grant  funds  to 
recipients  to  defray  &e  cost  of 
rehabilitation  of  structures  selected  by 
the  recipients  for  use  in  the  provision  of 
transitional  housing. 

(b)  Amount.  If  an  applicant  meets  the 
matching  share  requirements  at 

S  577.130  of  this  part,  the  maximum 
grant  available  for  rehabilitation  is  the 
lower  of: 

(1)  $200,000;  or 

(2)  The  total  cost  of  the  rehabilitation 
minus  the  applicant’s  contribution 
toward  the  cost  of  the  rehabilitation. 

(c)  Increased  grants.  In  areas 
determined  by  HUD  to  have  high 
acquisition  and  rehabilitation  costs, 
grants  of  more  than  $200,000  but  not 
more  than  $400,000  may  be  available.  (A 
list  of  these  geographic  areas  is  included 
in  the  application  package  or  is 
available  from  HUD  field  offices.)  All 
requirements  for  matching  funds 
described  in  $  577.130  of  this  part  are 
applicable  to  increased  grants. 

9577.112  New  construction  grants. 

(a)  Use.  HUD  will  grant  funds  to 
recipients  to  defray  Ae  cost  of  new 
construction  of  facilities  for  use  in  the 


provision  of  transitional  housing  where 
the  applicant  demonstrates  that  the 
costs  associated  with  new  construction 
are  substantially  less  than  the  costs 
associated  with  rehabilitation  or  the 
applicant  provides  evidence  of  lack  of 
available  units  that  could  be  acquired 
and  rehabilitated  at  a  cost  less  than  new 
construction. 

(b)  Amount.  If  the  applicant  meets  the 
matching  share  requirements  at 

§  577.130  of  this  part,  the  maximum 
grant  available  for  new  construction  is 
the  lower  of: 

(1)  $200,000;  or 

(2)  The  total  cost  of  the  construction 
minus  the  applicant’s  contribution 
toward  the  cost  of  the  new  construction. 

(c)  Increased  grants.  In  areas 
determined  by  HUD  to  have  high 
acquisition  and  rehabilitation  costs, 
grants  of  more  than  $200,000  but  not 
more  than  $400,000  may  be  available.  (A 
list  of  these  geographic  areas  is  included 
in  the  application  package  or  is 
available  from  HUD  field  offices.)  All 
requirements  for  matching  funds 
described  in  §  577.130  of  this  part  are 
applicable  to  increased  grants. 

§577.115  Funding  for  supportive  services 
costs. 

(a)  General.  HUD  will  provide  grants 
to  pay  a  portion  (as  described  in 

§  577.117  of  this  part)  of  the  actual 
supportive  services  costs  of  transitional 
housing. 

(b)  Supportive  services  costs.  Costs 
associated  with  providing  supportive 
services,  approved  by  HUD,  to  residents 
of  transitional  housing  for  the  purpose  of 
facilitating  their  movement  to 
independent  living  include  salaries  paid 
to  providers  of  supportive  services,  the 
costs  of  conducting  resident  supportive 
services  needs  assessments,  and  any 
other  costs  directly  associated  with 
providing  such  services.  These  services 
may  also  be  provided  to  former 
residents  of  transitional  housing  for  up 
to  6  months  after  they  leave  the  facility, 
provided  in  all  they  do  not  receive 
services  for  more  Aan  24  months. 

§  577.1 16  Funding  for  operating  costa. 

(a)  General.  HUD  will  provide  grants 
to  pay  a  portion  (as  described  in 

§  577.117  of  this  part)  of  the  actual 
operating  costs  of  transitional  housing. 

(b)  Operating  costs.  Operating  costs 
are  those  associated  with  the  day-to-day 
operation  of  the  transitional  housing. 
They  include  the  actual  expenses  that  a 
recipient  incurs  for  administration, 
including  staff  salaries  (but  not  salaries 
of  employment  assistance,  child  care 
services,  or  other  supportive  services 
providers  which  will  be  charged  to  those 
categories);  maintenance;  minor  or 


routine  repair;  repair  and  maintenance 
reserve;  security;  rental,  utilities, 
insurance,  fuel,  furnishings,  and 
equipment  costs  for  the  housing;  and 
relocation  assistance  under  §  577.315  of 
this  part,  including  payments  and 
services. 

§577.117  Racipiant  share  of  supportive 
services  and  oparaUng  costs. 

(a)  General.  Assistance  for  supportive 
services  and  operating  costs  will  be 
initially  available  for  up  to  75  percent  of 
the  total  cost  for  two  years  and  up  to  50 
percent  of  the  total  cost  for  the  next 
three  years.  Assistance  may  be  renewed 
under  §  577.217  of  this  part  for  a  period 
of  time  not  to  exceed  the  difference 
between  the  initial  funding  period  and 
ten  years  from  the  date  of  initial 
occupancy.  Assistance  during  the 
renewal  period  may  be  for  up  to  the 
lower  of: 

(1)  the  amount  of  assistance  for 
supportive  services  and  operating  costs 
provided  under  this  part  for  the  final 
year  of  the  initial  funding  period 
multiplied  by  the  number  of  years  in 
renewal  period;  or 

(2)  50  percent  of  the  total  cost  of 
supportive  services  and  operating  costs 
during  the  renewal  period. 

(b)  Recipient  share.  The  recipient 
must  show  that  it  has  cash  resources  to 
pay  the  percentage  of  the  total  cost  of 
supportive  services  and  operating  costs 
not  funded  by  HUD.  Prior  to  the  start  of 
each  operating  year,  the  recipient  will 
be  required  to  submit  documentation 
firmly  establishing  the  availability  of 
cash  resources  to  pay  the  recipient’s 
share  of  costs  for  the  upcoming  year.  If 
this  requirement  is  not  met,  HUD  may 
withhold  supportive  services  or 
operating  cost  payments. 

(c)  Commitment  of  grant  amounts. 
Upon  approval  of  an  application  for 
assistance  for  supportive  services  or 
operating  costs,  HUD  will  obligate 
amoimts  for  a  period  not  to  exceed  five 
operating  years  commencing  on  the  date 
of  initial  occupancy.  The  total  amount 
obligated  will  be  equal  to  an  amount 
necessary  for  five  years  of  operation, 
less  the  recipient’s  share  of  such  costs. 
Each  year,  following  submission  of  the 
recipient’s  documentation  of  cash 
resources  to  pay  its  share  of  costs,  HUD 
will  make  cost  payments  to  the  recipient 
for  HUD’s  share  of  costs  incurred  that 
year.  The  recipient  may  reapply  for  a 
grant  to  pay  a  portion  of  the  supportive 
services  or  operating  costs  of  the 
transitional  housing  for  a  period  not  to 
exceed  the  difference  between  the  initial 
funding  period  and  ten  years  from  the 
date  of  initial  occupancy.  If  approved  for 
renewal,  the  same  commitment  and 
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payment  procedures  will  be  followed  as 
with  the  initial  grant. 

(Approved  by  the  Office  of  Management  and 
Budget  under  OMB  Control  Number  2502- 
0361] 

§  577.1 19  Administrative  costs  for  grants. 

(a]  General.  Up  to  five  percent  of  any 
grant  awarded  under  this  part  may  be 
used  for  the  purpose  of  paying  costs  of 
administering  the  assistance. 

(b)  Administrative  costs. 
Administrative  costs  include  the  costs 
associated  with  accounting  for  the  use 
of  grant  funds,  preparing  reports  for 
submission  to  HUD,  obtaining  program 
audits,  tracking  clients  to  measure 
program  effectiveness,  and  similar  costs 
related  to  administering  the  grant  after 
the  award.  This  does  not  include  the 
costs  of  carrying  out  activities  eligible 
under  §§  577.105  through  577.116  of  this 
part,  since  those  costs  are  eligible  as 
part  of  such  activities. 

§  577.120  Technical  assistance. 

(a)  General.  HUD  will  set  aside  up  to 
two  percent  of  the  amount  available 
annually  for  the  Supportive  Housing 
Demonstration  program  to  provide 
technical  assistance  under  this  part  and 
part  578  in  the  following  areas; 

(1)  Establishing  facilities; 

(2)  Operating  facilities;  and 

(3)  Providing  or  obtaining  supportive 
services  for  the  residents. 

(b)  Technical  assistance.  Technical 
assistance  is  the  provision  of  skills  or 
knowledge  by  organizations  or 
individuals  to  applicants  (or  prospective 
applicants)  and  recipients  to  help  them 
plan,  develop,  administer,  and/or 
evaluate  their  transitional  housing 
program  or  specific  activities  more 
effectively.  Technical  assistance  also 
includes  the  development,  collection, 
processing,  and  dissemination  of 
program  information  for  local  and 
national  program  management.  The 
assistance  may  include,  but  is  not 
limited  to,  written  information  such  as 
papers,  monographs,  manuals,  guides, 
and  brouchures;  person-to-person 
exchanges;  and  training  such  as 
seminars,  classes,  workshops,  and 
meetings. 

(c)  Selection  of  providers.  From  time 
to  time,  as  HUD  determines  the  need, 
HUD  will  advertise  and  competitively 
select  providers  to  deliver  assistance  to 
Supportive  Housing  Demonstration 
recipients  or  applicants  (or  prospective 
applicants).  HUD  may  enter  into 
contracts,  grants,  or  cooperative 
agreements,  as  appropriate,  to 
implement  the  technical  assistance. 


§  577.125  Limitations  on  um  of 
assistance. 

(a)  Maintenance  of  effort.  No 
assistance  received  under  this  part  (or 
any  State  or  local  government  funds 
used  to  supplement  this  assistance)  may 
be  used  to  replace  funds  provided  under 
any  State  or  local  government 
assistance  programs  previously  used,  or 
designated  for  use,  to  assist 
handicapped  persons,  homeless  persons, 
or  handicapped  homeless  persons. 

(b)  Primarily  religious 
organizations. — (1)  Provision  of 
assistance,  (i)  HUD  will  provide 
assistance  to  a  recipient  that  is  a 
primarily  religious  organization  if  the 
organization  agrees  to  provide  housing 
and  supportive  services  in  a  manner  that 
is  free  from  religious  influences  and  in 
accordance  with  the  following 
principles: 

(A)  It  will  not  discriminate  against 
any  employee  or  applicant  for 
employment  on  the  basis  of  religion  and 
will  not  limit  employment  or  give 
preference  in  employment  to  persons  on 
the  basis  of  religion; 

(B)  It  will  not  discriminate  against  any 
person  applying  for  housing  or 
supportive  services  on  the  basis  of 
religion  and  will  not  limit  such  housing 
or  services  or  give  preference  to  persons 
on  the  basis  of  religion; 

(C)  It  will  provide  no  religious 
instruction  or  counseling,  conduct  no 
religious  worship  or  services,  engage  in 
no  religious  proselytizing,  and  exert  no 
other  religious  influence  in  the  provision 
of  housing  and  supportive  services. 

(ii)  HUD  will  provide  assistance  to  a 
recipient  that  is  a  primarily  religious 
organization  if  the  assistance  will  not  be 
used  by  the  organization  to  acquire  a 
structure  or  to  rehabilitate  a  structure 
owned  by  the  organization,  except  as 
described  in  paragraph  (b)(2)  of  this 
section. 

(2)  Acquisition  and  rehabilitation  of 
structures  owned  by  a  primarily 
religious  organization.  Acquisition  and 
rehabilitation  grants  may  be  used  to 
rehabilitate  a  structure  owned  by  a 
primarily  religious  organization,  if  the 
following  conditions  are  met: 

(i)  The  structure  (or  portion  of  the 
structure)  that  is  to  be  rehabilitated  with 
HUD  assistance  has  been  leased  to  a 
recipient  that  is  an  existing  or  newly 
established  wholly  secular  organization 
(which  may  be  established  by  the 
primarily  religious  organization  under 
the  provisions  of  paragraph  (b)(3)  of  this 
section); 

(ii)  The  HUD  assistance  is  provided  to 
the  wholly  secular  organization  (and  not 
the  primarily  religious  organization)  to 
make  the  improvements; 


(iii)  The  leased  structure  will  be  used 
exclusively  for  secular  purposes 
available  to  all  persons  regardless  of 
religion; 

(iv)  The  lease  payments  paid  to  the 
primarly  religious  organization  do  not 
exceed  the  fair  market  rent  of  the 
structure  before  the  rehabilitation  was 
done; 

(v)  The  portion  of  the  cost  of  any 
improvements  that  benefit  any  unleased 
portion  of  the  structure  will  be  allocated 
to,  and  paid  for  by,  the  primarily 
religious  organization; 

(vi)  The  primarily  religious 
organization  agrees  that,  if  the  recipient 
does  not  retain  the  use  of  the  leased 
premises  for  wholly  secular  purposes  for 
the  useful  life  of  the  improvements,  the 
primarily  religious  organization  will  pay 
an  amount  equal  to  the  residual  value  of 
the  improvements  to  the  secular 
organization,  and  the  secular 
organization  will  remit  the  amount  to 
HUD. 

(3)  Assistance  to  a  wholly  secular 
private  nonprofit  organization 
established  by  a  primarily  religious 
organization,  (i)  A  primarily  religious 
organization  may  establish  a  wholly 
secular  private  nonprofit  organization  to 
serve  as  a  recipient.  The  wholly  secular 
organization  may  be  eligible  to  receive 
all  forms  of  assistance  available  under 
this  part. 

(A)  The  wholly  secular  organization 
must  agree  to  provide  housing  and 
supportive  services  in  a  manner  that  is 
free  from  religious  influences  and  in 
accordance  with  the  principles  set  forth 
in  paragraph  (b)(l)(i)  of  this  section. 

(B)  The  wholly  secular  organization 
may  enter  into  a  contract  with  the 
primarily  religious  organization  to 
provide  supportive  services  for  the 
project.  In  such  a  case,  the  primarily 
religious  organization  must  agree  in  the 
contract  to  carry  out  its  contractual 
responsibilities  in  a  manner  free  from 
religious  influences  and  in  accordance 
with  the  principles  set  forth  in 
paragraph  (b)(l)(i)  of  this  section. 

(C)  The  acquisition/substantial 
rehabilitation  advance  and  the  moderate 
rehabilitation  grant  are  subject  to  the 
requirements  of  paragraph  (b)(2)  of  this 
section. 

(ii)  HUD  will  not  require  the  primarily 
religious  organization  to  establish  the 
wholly  secular  organization  before  the 
selection  of  its  application.  In  such  a 
case,  the  primarily  religious  organization 
may  apply  on  behalf  of  the  wholly 
secular  organization.  The  application 
will  be  reviewed  on  the  basis  of  the 
primarily  religious  organization's 
financial  responsibility  and  capacity, 
and  its  commitment  to  provide 
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appropriate  resources  to  the  wholly 
secular  organization  after  formation. 

The  requirement  with  regard  to  site 
control,  described  in  S  577.210(b)(9)  of 
this  part,  may  be  satisfied  if  the 
primarily  religious  organization 
demonstrates  site  control  and  a 
commitment  to  transfer  control  of  the 
site  to  the  wholly  secular  organization 
after  its  formation.  Since  the  wholly 
secular  organization  will  not  be  in 
existence  at  the  time  of  the  application, 
it  will  be  required  to  demonstrate  that  it 
meets  the  definition  of  private  nonprofit 
organization  contained  in  §  577.5  of  this 
part.  If  such  an  application  is  selected 
for  funding,  the  obligation  of  funds  will 
be  conditioned  upon  the  compliance 
with  these  requirements. 

§  577.130  Matching  requirements. 

(a)  General.  The  recipient  must  match 
the  funding  provided  by  HUD  for  grants 
for  acquisition,  rehabilitation,  and  new 
construction  with  an  equal  amount  of 
resources  from  non-Federal  sources. 
(Funds  from  Community  Development 
Block  Grants  and  Community  Services 
Block  Grants  are  considered  non- 
Federal  sources.) 

(b)  Cash  resources.  The  matching 
calculation  may  include  cash  resources 
provided  to  the  transitional  housing  by 
the  recipient,  State  and  local 
governments,  private  resources,  and 
resident  rent. 

(c)  “In-kind”  contributions.  The 
matching  calculation  may  include  the 
following  “in-kind"  contributions; 

(1)  Time  and  services  contributed  by 
volunteers  to  carry  out  the  transitional 
housing  program  at  the  value  of  $10  an 
hour,  except  that  donated  professional 
services  [i.e.,  services  ordinarily 
performed  by  donors  for  payment,  such 
as  services  of  health  care  professionals, 
that  are  equivalent  to  services  they 
provide  in  their  occupations)  may  be 
counted  at  the  customary  charge  for  the 
service  provided: 

(2)  The  value  of  contributions  of 
materials  or  contributions  of  existing 
structures,  or  parts  of  structures,  in  the 
following  manner: 

(i)  Contributions  of  materials  and 
supplies', 

(ii)  A  contribution  of  a  fee  ownership 
in  a  structure,  to  the  extent  of  the  fair 
market  value  of  the  structure  or  portion 
of  the  structure  to  be  used  for 
transitional  housing,  except  to  the 
extent  funds  under  this  part  are  not 
being  used  to  finance  acquisition  of  the 
structure;  and 

(iii)  A  contribution  of  a  leasehold 
interest  in  a  structure,  to  the  extent  of 
the  fair  rental  value  of  the  structure  or 
portion  of  the  structure  to  be  used  for 
transitional  housing,  except  to  the 


extent  funds  under  this  part  are  not 
being  used  to  finance  lease  payments  for 
the  structure. 

(d)  Maintenance  of  effort.  State  or 
local  government  fimds  used  in  the 
matching  contribution  are  subject  to  the 
maintenance  of  effort  requirements 
described  at  §  577.125(a)  of  this  part. 

§  577.135  Assistance  under  other  HUD 
programs. 

(a)  Supplemental  assistance.  HUD 
will  permit  recipients  to  use  any 
assistance  that  may  be  awarded  under 
the  Emergency  Shelter  Grants  program 
(24  CFR  part  576)  or  the  Supplemental 
Assistance  for  Facilities  to  Assist  the 
Homeless  program  (24  CFR  part  579)  in 
conjimction  with  assistance  awarded 
under  this  part. 

(b)  Ineligible  projects.  HUD  will  not 
assist  a  facility  under  this  part,  if  the 
transitional  housing  involves  a  structure 
that  is  assisted,  or  residents  of  the 
structure  will  receive  assistance,  under 
the  United  States  Housing  Act  of  1937; 
section  202  of  the  Housing  Act  of  1959; 
section  221(d)(3)  (BMIR)  or  section  236 
of  the  National  Housing  Act;  section  101 
of  the  Housing  and  Urban  Development 
Act;  section  811  of  the  National 
Affordable  Housing  Act;  or  subtitle  F, 
title  IV  of  the  Stewart  B.  McKinney 
Homeless  Assistance  Act. 

(c)  HUD-owned  properties.  (1)  HUD 
will  make  HUD-owned  single-family 
properties  in  its  inventory  available  to 
applicants  or  potential  applicants  for 
acquisition  grants  to  purchase  for  use  as 
transitional  housing  for  the  homeless.  To 
obtain  these  properties,  applicants  may 
request  a  listing  of  available  properties 
from  the  HUD  field  office.  Property 
Disposition  Branch.  If  an  applicant 
wishes  to  purchase  a  property  or 
properties,  it  must  enter  into  a  lease- 
option  agreement  with  HUD.  Under  the 
terms  of  the  agreement,  HUD  will  lease 
the  property  to  the  applicant  for  up  to 
six  months  for  one  dollar.  The  lease- 
option  agreement  will  state  that  the 
applicant  may  purchase  the  property  at 
a  stated  price  during  the  lease  period. 
Except  as  provided  in  paragraph  (c)(2) 
of  this  section,  an  applicant  leasing 
property  under  this  section  may  not 
sublease  or  otherwise  occupy  the 
property  until  after  closing  of  the  sale. 
During  the  lease  period,  applicants  will 
be  responsible  for  all  taxes,  utilities,  and 
maintenance,  excluding  hazard 
insurance.  Applicants  demonstrating  a 
lease-option  agreement  at  the  time  their 
application  for  assistance  is  filed  will  be 
regarded  as  having  site  control  of  the 
property  under  §  577.210(b)(9)  of  this 
part.  If  the  option  is  not  exercised,  the 
lease-option  agreement  will  expire  at 
the  end  of  six  months,  and  the  property 


will  be  returned  to  HUD’s  inventory, 
imless  an  extension  of  time  is 
authorized  by  HUD. 

(2)  An  applicant  may  be  allowed  to 
sublease  the  property  to  the  homeless 
while  its  application  for  assistance 
under  this  part  is  pending  if  the 
applicant  demonstrates  to  HDD's 
satisfaction  that  it  has  the  ability,  in  the 
event  its  application  is  not  approved,  to 
continue  in  a  lease  arrangement  with 
HUD  beyond  the  six-month  lease  term 
under  the  requirements  of  subpart  E  of 
24  CFR  part  291. 

Subpart  C— Comprehensive  Housing 
Affordability  Strategy 

§  577.150  Comprehensive  housing 
affordability  strategy. 

(a)  Certifications.  Except  as  provided 
in  paragraph  (d)  of  this  section, 
assistance  may  not  be  made  available 
under  this  part  unless  the  applicant  has 
submitted  a  certification  that  the 
proposed  activities  are  consistent  with  a 
Comprehensive  Housing  Affordability 
Strategy  (CHAS)  and,  in  the  case  of  a 
jurisdiction,  it  has  submitted  a 
certification  that  it  is  following  a  HUD- 
approved  CHAS. 

(b)  Applicable  CHAS  for  a 
jurisdiction.  The  certification  of 
consistency  for  a  State,  metropolitan 
city,  urban  county,  or  other  government 
entity  must  be  submitted  by  the  public 
official  responsible  for  submitting  the 
CHAS. 

(c)  Applicable  CHAS  for  a  private 
nonprofit  organization.  The  certification 
of  consistency  for  a  private  nonprofit 
organization  must  indicate  consistency 
with  the  CHAS  of  the  lowest  level  of 
government  in  which  the  project  is 
located  that  has  a  CHAS  and  the 
certification  must  be  made  by  the  public 
official  responsible  for  submitting  that 
CHAS. 

(d)  Indian  tribes.  (1)  Before  October  1, 
1992,  assistance  may  not  be  made 
available  under  this  part  to  an  Indian 
tribe  unless  the  tribe  has  either; 

(i)  Submitted  a  certification  of 
consistency  with  a  biennial 
Comprehensive  Homeless  Assistance 
Plan  (CHAP),  as  described  in  24  CFR 
part  90,  which  was  approved  by  HUD 
during  fiscal  year  1991,  and  a 
certification  that  it  is  following  the 
CHAP;  or 

(ii)  Completed  an  application  form 
that  demonstrates  how  the  proposed 
project  will  contribute  to  a 
comprehensive  approach  for  expanding 
the  supply  of  affordable  housing  within 
the  tribe's  jurisdiction,  and  submitted  a 
certification  that  the  tribe  is  following 
the  strategy  outlined  in  the  application. 
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(2)  After  October  1, 1992,  assistance 
may  not  be  made  available  under  this 
part  unless  the  tribe  has  completed  an 
application  form  that  demonstrates  how 
the  proposed  project  will  contribute  to  a 
comprehensive  approach  for  expanding 
the  supply  of  affordable  housing  within 
the  tribe’s  jurisdiction,  and  submitted  a 
certification  that  the  tribe  is  following 
the  strategy  outlined  in  the  application. 

Subpart  D— Application  and  Selection 
Process 

§  577.200  Notice  Of  fund  availability. 

When  funds  are  made  available  for 
assistance  for  transitional  housing,  HUD 
will  publish  a  notice  of  fund  availability 
in  the  Federal  Register  in  accordance 
with  the  requirements  of  24  CFR  part  12. 
The  notice  will: 

(a)  Give  the  location  for  obtaining 
application  packages,  which  will 
provide  specific  application 
requirements  and  guidance; 

(b)  Specify  the  time  and  the  place  for 
submitting  completed  applications; 

(c)  State  the  amount  and  status  of 
funding  available  under  the  notice; 

(d)  Describe  the  factors  relative  to 
each  ranking  criterion  contained  in 

§  577.215  of  this  part,  and  indicate  the 
weight  or  relative  importance  of  the 
criteria  as  they  will  be  applied  to  the 
funding  round  announced  in  the  notice; 

(e)  Specify  the  timing  and  conditions 
for  curing  technical  deficiencies  in  a 
reviewed  application; 

(f)  Provide  a  checklist  of  application 
submission  requirements,  including 
certifications; 

(g)  Announce  any  separate  funding 
competitions  under  i  577.20S(b)  of  this 
part,  including  the  categories  of 
transitional  housing  that  will  be  subject 
to  the  separate  funding  competitions 
and  the  amount  of  funding  available  in 
each  funding  category;  and 

(h)  Provide  other  appropriate  program 
information  and  guidance,  including 
purpose,  authority,  and  eligibility. 

§  577.20S  Selection  process. 

(a)  Selection  process.  The  selection 
process  for  assistance  under  this  part 
consists  of  the  following  stages: 

(1)  Reviewing  applications  for 
eligibility  for  assistance  (see  §  577J210  of 
this  part): 

(2)  Ranking  applications  (see  $  577.215 
of  this  part); 

(3)  Final  selection  (see  §  577.225  of 
this  part). 

(b)  Separate  funding  competitions.  (1) 
HUD  may  establish  separate  funding 
competitions  for  specified  categories  of 
transitional  housing  [e.g.,  transitional 
housing  fiiat  is  primarily  designed  to 
serve  homeless  families  with  children  or 


deinstitutionalized  homeless  persons 
and  other  homeless  persons  with  mental 
disabilities).  If  separate  funding 
competitions  are  established,  applicants 
within  each  category  will  compete 
against  other  applicants  in  the  same 
category  for  a  specified  amount  of 
funding.  Selections  within  each  category 
will  be  subject  to  the  selection  process 
described  in  paragraph  (a)  of  this 
section. 

(2)  HUD  will  announce  separate 
funding  competitions,  if  any,  in  the 
notice  of  funds  availability  under 
§  577.200  of  this  part.  The  notice  will 
designate  the  categories  of  transitional 
housing  projects  subject  to  the  separate 
funding  competition  and  the  amount  of 
funding  available  in  each  funding 
category. 

(c)  Prohibition  of  disclosure  of 
selection  information.  The  selection 
process  for  assistance  under  this  part  is 
subject  to  the  prohibition  of  covered 
selection  information  regarding  the 
selection  process,  as  described  in  24 
CFR  part  4.  Applicants  for  or  recipients 
of  assistance  who  have  received 
covered  selection  information  may  be 
subject  to  sanctions,  as  determined  to  be 
appropriate. 

§577JZ10  AppHcation  requirements. 

(a)  Application.  To  be  considered  for 
assistance  under  this  part,  applications 
for  assistance  must  be  filed  in  the  form 
prescribed  by  HUD  under  this  section, 
must  meet  the  requirements  of  this  part, 
and  must  be  submitted  within  the  time 
period  established  by  HUD  in  the  notice 
of  funds  availability  under  S  577.200  of 
this  part.  HUD  reserves  the  right  to 
reject  applications  from  any 
organization  with  an  outstanding 
obligation  to  HUD  that  is  in  arrears  or 
for  which  a  payment  schedule  has  not 
been  agreed  to,  or  whose  response  to  an 
audit  finding  is  overdue  or 
unsatisfactory. 

(b)  Application  contents.  At  a 
minimum,  HUD  will  require  applications 
to  contain: 

(1)  Applicant  datei,  including  identity, 
description  of  past  experience,  and,  for 
private  nonprofit  organizations, 
information  on  eligibility  to  receive 
assistance  and  financial  responsibility. 

(2)  The  type  or  types  of  assistance 
requested  and  the  amount  of  funds 
requested  for  each  type. 

(3)  A  description  of  the  proposed 
project,  including  information  regarding: 

(i)  The  property  to  be  used,  any 
proposed  acquisition,  rehabilitation,  or 
new  construction,  and  the  estimated 
costs  of  those  activities  and  how 
transitional  housing  funds  are  proposed 
to  be  used;  the  estimated  value,  as 
determined  by  an  appraisal,  of  the 


structure  if  the  fair  market  value  of  the 
structure  is  to  be  used  as  a  source  of 
matching  funds,  or  the  estimated  value, 
as  determined  by  an  appraisal,  of  the 
fair  rental  value  if  that  value  is  to  be 
used  as  a  source  of  matching  funds; 

(ii)  The  supportive  services  to  be 
offered  to  the  residents  and  the  method 
by  which  such  services  will  be  provided, 
and  plans  for  monitoring  and  evaluating 
such  services;  and 

(iii)  An  estimated  annual  cash  budget 
of  operating  costs  and  supportive 
services  costs  for  a  five-year  period. 

(4)  A  description  of  the  size  and 
characteristics  (to  include  racial  and 
ethnic  data]  of  the  particular  homeless 
population  that  will  occupy  the 
transitional  housing. 

(5)  Evidence  of  the  public  and  private 
resources  expected  to  be  made  available 
to  meet  the  recipient  share  and  matching 
requirements  of  5  §  577.117  and  577.130 
of  this  part. 

(6)  For  applications  requesting  grants 
for  acquisition,  rehabilitation,  or  new 
construction,  an  assurance  satisfactory 
to  HUD  that  the  transitional  housing  will 
be  operated  for  not  less  than  10  years 
for  the  purpose  specified  in  the 
application. 

(7)  For  applications  requesting  grants 
for  operating  costs  or  supportive 
services  costs  but  not  for  acquisition, 
rehabilitation,  or  new  construction,  an 
assurance  satisfactory  to  HUD  that  the 
transitional  housing  will  be  operated  for 
the  purpose  specified  in  the  application 
for  ^e  year  for  which  such  assistance  is 
provided. 

(8)  A  certification  from  the  public 
official  responsible  for  submitting  the 
Housing  Affordability  Strategy  for  the 
appropriate  jurisdiction,  described  in 
§  577.150  of  this  part,  stating  that  the 
proposed  project  is  consistent  with  the 
applicable  housing  strategy. 

(9)  Evidence  that  the  applicant  has 
control  of  the  site  or  sites  involved  [i.e., 
deed  or  other  proof  of  ownership,  lease, 
option  to  purchase  or  lease),  or 
reasonable  assurance  that  the  applicant 
will  have  control  of  the  site  or  sites  not 
later  than  six  months  after  notification 
of  a  grant.  ^Reasonable  assurances" 
must  be  satisfied  by  identification  of  a 
suitable  site  and  evidence  that  the 
applicant  is  engaged  in  negotiations  for 
the  purpose  of  gaining  control  of  the 
identified  site. 

(10)  Evidence  that  the  resources  to 
carry  out  transitional  housing-assisted 
activities  will  be  available,  and 
evidence  that  resources  are  available  to 
carry  out  activities  that  are  not 
transitional  housing-assisted  but  are 
essential  to  the  acquisition, 
rehabilitation,  or  new  construction  of 
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any  facility  that  will  contain  transitional 
housing-assisted  programs. 

(11)  A  written  statement  from  the  unit 
of  general  local  government  in  which  the 
transitional  housing  is  proposed  to  be 
located  that  the  proposed  use  of  the  site 
is  permissible  under  applicable  zoning 
ordinances  and  regulations  or  other 
evidence  that  the  use  of  the  project  site 
is  permissible  under  applicable  zoning 
ordinances  and  regulations;  or  a 
statement  from  the  applicant  describing 
the  proposed  actions  necessary  to  make 
the  use  of  the  site  permissible  under 
applicable  zoning  ordinances  and 
regulations,  with  evidence  that  there  is  a 
reasonable  basis  to  believe  that  the 
proposed  zoning  actions  will  be 
completed  successfully  and  within  four 
months  following  submission  of  the 
application;  or  proof  that  a  lawsuit  or  a 
HUD  complaint  related  to  the  proposed 
site  has  been  bled  challenging  the 
legality  of  current  zoning  ordinances  or 
regulations  under  the  Fair  Housing  Act. 

(12)  If  the  applicant  plans  to  provide 
family  violence  prevention  or  treatment 
services  with  assistance  under  this  part, 
a  certification  that  the  applicant  will 
develop  and  implement  procedures  to 
ensure  confidentiality  of  records 
pertaining  to  any  individual  receiving 
such  services,  and  that  it  will  not  make 
public  the  address  or  location  of  any 
transitional  housing  used  as  a  family 
violence  shelter  without  the  written 
authorization  of  the  person  or  persons 
responsible  for  the  operation  of  the 
facility. 

(13)  For  applications  requesting  grants 
for  acquisition,  rehabilitation,  or  new 
construction,  evidence  that  the  proposed 
sites  are  accessible  to  supportive 
services  and  transportation. 

(14)  Other  certifications,  information, 
or  data  as  prescribed  by  HUD  in  the 
application  package,  including 
disclosures  required  by  24  CFR  part  12. 

(c)  Waiver  of  site  control.  HUD  may 
waive,  on  a  case-by-case  basis,  the 
requirement  that  the  applicant  have  site 
control  where: 

(1)  The  applicant  does  not  propose  to 
have  control  of  a  site  or  sites  but  rather 
proposes  to  assist  a  homeless  family  or 
individual  in  obtaining  a  lease,  which 
may  include  assistance  with  rent 
payments,  and  receiving  supportive 
services  for  up  to  two  years,  after  which 
time  the  family  or  individual  remains  in 
the  same  housing  without  further 
assistance  under  this  part; 

(2)  The  applicant  does  not  request 
assistance  for  acquisition,  rehabilitation, 
or  new  construction; 

(3)  The  applicant  commits  to  provide 
comprehensive  supportive  services 
appropriate  to  the  needs  of  the 
population  to  be  served; 


(4)  The  applicant  commits  to  begin 
providing  assistance  to  at  least  one 
homeless  family  or  individual  within 
sixty  days  of  the  date  of  execution  of  the 
grant  agreement  by  HUD. 

(d)  Environmental  review.  The 
environmental  effects  of  each 
application  must  be  assessed  in 
accordance  with  the  provisions  of  the 
National  Environmental  Policy  Act  of 
1969  (42  U.S.C.  4321)  (NEPA)  and  the 
related  authorities  listed  in  HUD's 
implementing  regulations  at  24  CFR  part 
50  or  part  58.  See  S  577.220  of  this  part 
for  a  full  discussion  of  the 
environmental  review  requirements  for 
applications  for  assistance. 

(Approved  by  the  Office  of  Management  and 
Budget  under  0MB  Control  Number  2506- 
0112) 

§  577.215  Ranking  criteria  for  appiicanta. 

(a)  In  general.  Applicants  will  be 
assigned  a  rating  score  and  placed  in 
ranked  order,  based  upon  the  criteria 
listed  in  paragraph  (b)  of  this  section, 
and  described  in  more  detail  in  the 
Notice  of  Funds  Availability  published 
in  the  Federal  Register  at  the  beginning 
of  each  program  funding  round. 

(b)  Criteria.  HUD  will  award  points 
for  the  following  criteria: 

(1)  Applicant  capacity; 

(2)  Iimovative  quality  of  proposal; 

(3)  Need  for  transitional  housing  in  the 
area  to  be  served; 

(4)  Delivery  of  supportive  services; 

(5)  Matching  resources  for  acquisition, 
rehabilitation,  or  new  construction  in 
excess  of  the  required  minimum; 

(6)  Recipient  share  of  supportive 
services  and  operating  costs  in  excess  of 
the  required  minimum; 

(7)  Cost  effectiveness; 

(8)  Project  quality; 

(9)  Other  criteria  as  determined  by  the 
Secretary. 

§  577.217  Application  and  selection 
process  for  renewal  grants. 

(a)  General.  To  be  considered  for 
renewal  funding  for  operating  costs  and 
supportive  services,  recipients  must 
submit  a  request  for  such  funding,  in  the 
form  specified  by  HUD,  to  the  local 
HUD  field  office  serving  the  area  in 
which  the  transitional  housing  is 
located.  In  order  to  assure  the 
uninterrupted  flow  of  supportive 
services  and  operating  funds  to 
recipients,  the  request  must  be 
submitted  within  three  months  after  the 
start  of  the  recipient’s  final  operating 
year  of  funding  under  the  initial  grant. 

(b)  HUD  review.  Staff  in  the  local 
HUD  field  office  in  which  the  project  is 
located  will  evaluate  the  recipient’s 
performance  in  the  previous  year(s) 
against  the  plans  projected,  and 


committed  to.  in  the  initial  application 
for  assistance,  as  amended.  In 
particular,  HUD  will  consider  whether 
the  recipient  is  serving  a  homeless 
population,  whether  the  recipient  has 
shown  adequate  progress  as  evidenced 
by  the  timely  expenditiu^  of  funds,  and 
whether  the  recipient  has  a  successful 
record  of  assisting  residents  in  achieving 
independent  living  initially  and  in 
maintaining  it  for  at  least  one  year.  In 
determining  the  recipient’s  success  in 
assisting  residents  to  achieve  and 
maintain  independent  living, 
consideration  will  be  given  to  the  level 
and  type  of  problems  of  residents.  HUD 
will  also  review  the  proposed  budget  for 
the  renewal  period  and  documentation 
for  the  recipient’s  share  of  costs  for  the 
initial  renewal  year. 

§  577.220  Environmental  review. 

(a)  Generally.  (1)  'The  environmental 
effects  of  each  application  must  be 
assessed  in  accordance  with  the 
provisions  of  the  National 
Environmental  Policy  Act  of  1969  (42 
U.S.C.  4320)  (NEPA)  and  the  related 
environmental  laws  and  authorities 
listed  in  HUD’s  implementing 
regulations  at  24  CFR  parts  50  or  58, 
depending  on  who  is  responsible  for 
environmental  review. 

(2)  Environmental  regulations  provide 
for  certain  categorical  exclusions  under 
NEPA  and  set  conditions  under  which 
excluded  activities  may  be  determined 
exempt  from  all  environmental  review 
requirements.  In  cases  where  proposed 
assistance  and  matching  contributions 
solely  involve  operating  costs  for 
facilities  or  the  provision  of  supportive 
services  and  the  structures  and  sites 
involved  in  the  projects  meet  the 
program  requirements  of  this  part,  these 
activities  are  categorically  excluded  by 
regulation  under  part  58  of  this  title  and 
may  be  determined  fully  exempt  from 
environmental  review, 

(b)  Responsibility  for  review.  (1)  HUD 
will  perform  the  environmental  review, 
in  accordance  with  part  50  of  this  title, 
for  applications  received  directly  from 
private  nonprofit  organizations, 
governmental  entities  with  special  or 
limited  purpose  powers,  and  any 
governmental  entities  with  general 
purpose  powers  found  not  to  have  the 
legal  capacity  to  carry  out  this 
responsibility.  HUD  is  not  permitted  to 
approve  such  applications  prior  to  its 
completion  of  this  review. 

(2)  Applicants  that  are  States, 
metropolitan  cities,  urban  counties, 
tribes,  or  other  governmental  entities 
with  general  purpose  powers,  and  that 
are  deemed  to  have  the  legal  capacity  to 
do  so,  must  assume  responsibility  for 
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environmental  review,  decisionmaking, 
and  action  for  each  application  for 
assistance  in  accordance  with  part  58  of 
this  title.  HUD  is  permitted  to  approve 
such  applications  subject  to  the 
completion  of  reviews  by  the  applicant 
in  accordance  with  part  58  of  this  title. 

(3)  The  assumption  of  legal 
responsibility  by  an  applicant  under 
paragraph  (b)(2)  of  this  section  does  not 
preclude  the  applicant's  arranging  for 
the  conduct  of  technical  reviews  by 
cooperating  local  governments  having 
an  established  technical  capability,  e.g., 
metropolitan  cities  in  which  the  project 
is  proposed  to  be  located.  The  applicant 
under  such  arrangements  must 
independently  evaluate  information 
submitted  and  assume  responsibility  for 
its  accuracy,  scope,  and  content;  meet 
legal  requirements  attached  to  the 
Release  of  Funds  by  HUD;  determine  the 
completeness  of  the  review;  meet  any 
requirements  for  consultation,  as 
applicable,  under  24  CFR  58.5 
authorities;  and  assure  the  completion  of 
any  mitigation  measures  resulting  from 
technical  review  or  from  State 
consultations.  The  arrangements 
described  in  this  paragraph  are  in 
addition  to  the  ability  of  an  applicant  to 
adopt  relevant  and  adequate  prior 
reviews  conducted  by  HUD  or  other 
governmental  entity  if  the  reviews  meet 
the  particular  requirements  of  the 
Federal  environmental  law  or  authority 
under  which  they  would  be  adopted, 
and  only  under  certain  conditions  (e.g..  a 
determination  that  no  environmentally 
significant  changes  have  occurred  since 
the  review  was  done). 

(c)  Environmental  review  by  HUD. 
With  regard  to  the  environmental  effects 
of  applications  for  which  HUD  performs 
the  review,  HUD  will  undertake  its 
review  in  accordance  with  the 
provisions  of  NEPA  and  the  related 
authorities  listed  in  24  CFR  50.4.  Any 
application  subject  to  environmental 
review  by  HUD  that  requires  an 
Environmental  Impact  Statement  (EIS) 
(generally,  an  application  that  HUD 
determines  would  have  a  significant 
impact  on  the  human  environment,  in 
accordance  with  the  environmental 
assessment  procedures  at  24  CFR  part 
50.  subpart  E)  will  not  be  eligible  for 
assistance  under  this  part. 

(d)  Environmental  review  by 
applicants.  (1)  An  applicant  that  is 
required  under  paragraph  (b)(2)  of  this 
section  to  assume  environmental  review 
responsibiUty  must  include  in  its 
application  an  assurance  that  the 
applicant  will  assume  all  the 
environmental  review  responsibility  that 
would  otherwise  be  performed  by  HUD 
as  the  responsible  Federal  official  under 


NEPA  and  related  authorities  listed  in 
24  CFR  58.5,  including  acceptance  of 
jurisdiction  of  the  Federal  courts. 

(2)  Applicants  required  to  assume 
environmental  review  responsibility 
need  not  complete  the  review  until  a 
reasonable  time  after  selection  for 
funding.  In  such  cases,  the  award  is 
subject  to  completion  of  the 
environmental  responsibilities  set  out  in 
24  CFR  part  58  within  a  reasonable  time 
period  after  notification  of  the  award. 
(This  provision  does  not  preclude  the 
applicant  from  enclosing  its 
environmental  certification  and  Request 
for  Release  of  Funds  with  its 
application.) 

(i)  Upon  completion  of  the 
requirements  in  24  CFR  part  58, 
applicants  must  certify  the  completion 
and  submit  a  Request  for  Release  of 
Funds.  This  submission  is  not  required 
in  cases  in  which  the  applicant 
determines,  in  accordance  with  24  CFR 
58.34{a)(l)-{10)  that  its  program 
components  are  totally  exempt 

(ii)  HUD  will  not  release  funds  for 
transitional  housing  if  the  recipient  or 
any  other  party  commits  transitional 
housing  funds  (i.e.,  incurs  any  costs  or 
expendQtures  to  be  paid  or  reimbursed 
with  such  funds)  before  the  grantee 
submits  and  HUD  approves  its  Request 
for  Release  of  Funds  (when  such 
submission  is  required). 

(3)  A  general  government  applicant 
that  believes  that  it  does  not  have  the 
legal  capacity  to  carry  out  the 
responsibilities  required  by  24  CFR  part 
58  should  contact  the  appropriate  HUD 
field  office  for  further  instructions. 
Determinations  of  legal  capacity  wrill  be 
made  on  a  case-by-case  basis. 

(e)  Location  of  transitional  housing  in 
floodplains.  Applications  for  transitional 
housing  that  is  to  be  acquired, 
rehabilitated,  or  assisted  with  funds 
under  this  part  and  that  is  located  in  any 
100-year  floodplain,  as  designated  by 
the  Federal  Emergency  Management 
Agency  (FEMA),  are  subject  to  the 
floodplain  review  requirements  of 
Executive  Order  11988,  Floodplain 
Management  (May  24, 1977).  Executive 
Order  11988  review,  as  referenced  under 
parts  50  and  58  of  this  title,  is  to  be 
performed  during  the  environmental 
review. 

(Approved  by  the  Office  of  Management  and 
Budget  under  OMB  Control  Number  2506- 
0112) 

§  577.225  Final  selection. 

(a)  Selection  for  funding.  In  the  final 
stage  of  the  selection  process,  the 
highest-ranked  applications  will  be 
selected  for  funding  in  accordance  with 
their  ranked  order  to  the  extent  funds 


are  available,  as  determined  under 
§  577.215  of  this  part. 

(b)  Ties  between  applicants.  In  the 
event  of  a  tie  between  applicants,  HUD 
will  use  delivery  of  supportive  services 
and  the  need  for  the  project  to 
determine  which  application  should  be 
selected  for  funding. 

(c)  Procedural  error.  If  HUD  makes  a 
procedural  error  in  a  funding 
competition  that,  when  corrected,  would 
result  in  awarding  sufficient  points  to 
warrant  funding  of  an  otherwise  eligible 
applicant.  HUD  will  award  a  grant  as 
sufficient  funds  become  available. 

SUBPART  E— PROGRAM 
REQUIREMENTS 

§  577.300  Grant  agreement. 

(a)  General.  The  duty  to  provide 
transitional  housing  in  accordance  with 
the  requirements  of  this  part  will  be 
incorporated  in  a  grant  agreement 
executed  by  HUD  and  the  recipient. 

(b)  Enforcement.  HUD  will  enforce  the 
obligations  in  the  grant  agreement 
through  such  action  as  may  be 
appropriate. 

§  577.305  General  operation. 

(a)  State  and  local  requirements.  Each 
recipient  of  assistance  under  this  part 
must  provide  safe  and  sanitary  housing 
that  is  in  compliance  with  all  applicable 
State  and  local  housing  codes,  licensing 
requirements,  and  any  other 
requirements  in  the  jurisdiction  in  which 
the  housing  is  located  regarding  the 
condition  of  the  structure  and  the 
operation  of  the  housing  (except  as 
provided  in  §  577.325  of  this  part). 

(b)  Habitability  standards.  Except  for 
such  variations  as  are  proposed  by  the 
locality  and  approved  by  HUD, 
transitional  housing  must  meet  the 
following  requirements: 

(1)  Structure  and  materials.  The 
structures  must  be  structurally  sound  so 
as  not  to  pose  any  threat  to  the  health 
and  safety  of  the  occupants  and  so  as  to 
protect  the  residents  from  the 
environment. 

(2)  Access.  The  housing  must  be 
accessible  and  capable  of  being  utilized 
without  unauthorized  use  of  other 
private  properties.  Structures  must 
provide  alternate  means  of  egress  in 
case  of  fire. 

(3)  Space  and  security.  Each  resident 
must  be  afforded  adequate  space  and 
security  for  themselves  and  their 
belonnngs.  Each  resident  must  be 
provided  an  acceptable  place  to  sleep. 

(4)  Interior  air  quality.  Every  room  or 
space  must  be  provided  with  natural  or 
mechanical  ventilation.  Structures  must 
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be  free  of  pollutants  in  the  air  at  levels 
that  threaten  the  health  of  residents. 

(5)  Water  supply.  The  water  supply 
must  be  free  from  contamination. 

(6)  Sanitary  facilities.  Residents  must 
have  access  to  sufficient  sanitary 
facilities  that  are  in  proper  operating 
condition,  may  be  used  in  privacy,  and 
are  adequate  for  personal  cleanliness 
and  the  disposal  of  hiunan  waste. 

(7)  Thermal  environment.  The  housing 
must  have  adequate  heating  and/or 
cooling  facilities  in  proper  operating 
condition. 

(8)  Illumination  and  electricity.  The 
housing  must  have  adequate  natural  or 
artihcial  illumination  to  permit  normal 
indoor  activities  and  to  support  the 
health  and  safety  of  residents.  Sufficient 
electrical  sources  must  be  provided  to 
permit  use  of  essential  electrical 
appliances  while  assuring  safety  from 
fire. 

(9)  Food  preparation  and  refuse 
disposal.  All  food  preparation  areas 
must  contain  suitable  space  and 
equipment  to  store,  prepare,  and  serve 
food  in  a  sanitary  manner. 

(10)  Sanitary  condition.  The  housing 
and  any  equipment  must  be  maintained 
in  sanitary  condition. 

(c)  Ongoing  assessment  of  supportive 
services.  Each  recipient  of  assistance 
under  this  part  must  conduct  an  ongoing 
assessment  of  the  supportive  services 
required  by  the  residents  of  the  project 
and  make  adjustments  as  appropriate. 

(d)  Residential  supervision.  Each 
recipient  of  assistance  under  this  part 
must  provide  any  residential  supervison 
determined  by  HUD  as  necessary  to 
facilitate  the  adequate  provision  of 
supportive  services  to  Uie  residents  of 
the  housing  throughout  the  term  of  the 
commitment  to  operate  transitional 
housing.  Residential  supervision  may 
include  the  employment  of  a  full-  or 
part-time  residential  supervisor  with 
sufficient  knowledge  to  provide  or  to 
supervise  the  provision  of  supportive 
services  to  the  residents. 

(e)  Records  and  reports.  Each 
recipient  of  assistance  under  this  part 
must  keep  any  records  and  make  any 
reports  (including  those  pertaining  to 
race,  ethnicity,  gender,  and  handicap 
status  data)  that  HUD  may  require 
within  the  timeframe  required.  HUD 
may  require  recipients  to  monitor  former 
residents  for  a  reasonable  time  set  by 
HUD  to  determine  whether  former 
residents  made  successful  transitions  to. 
and  continue  to  reside  in.  permanent 
housing. 

(f)  Annual  assurances.  Recipients  who 
receive  assistance  only  for  operating 
costs  or  supportive  services  costs  must 
provide  an  annual  assurance  for  each 
year  such  assistance  is  received  that  the 


project  will  be  operated  for  the  purpose 
specified  in  the  application. 

(Approved  by  the  Office  of  Management  and 
Budget  under  OMB  Control  Number  2502- 
0361) 

§  577.310  Term  of  coimnitinent; 
repayment  of  grant;  conversion  of 
advances  to  grants. 

(a)  General.  All  recipients  receiving 
assistance  for  acquisition,  rehabilitation, 
or  new  construction  must  agree  to 
operate  the  transitional  housing  in 
accordance  with  this  part  for  a  term  of 
at  least  10  years  from  the  date  of  initial 
occupancy. 

(b)  Repayment  of  grant.  If  the  facility 
is  not  operated  as  transitional  housing 
for  10  years  following  the  date  of  initial 
occupancy,  HUD  may  require  repayment 
of  all  or  part  of  the  grant  used  for 
acquisition,  rehabilitation,  or  new 
construction.  In  order  to  make  this 
determination,  HUD  will  review 
documentation  submitted  by  the 
recipient  describing  why  the  facility  will 
not  continue  to  be  used  for  transitional 
housing,  what  the  new  use  of  the  facility 
will  be,  whether  an  alternative  site  has 
been  identified,  and  any  other 
information  HUD  should  consider. 

(c)  Prevention  of  undue  benefits.  If 
any  facility  acquired,  rehabilitated,  or 
newly  constructed  with  funds  under  this 
part  is  sold  or  otherwise  disposed  of 
during  the  20-year  period  following  the 
date  of  initial  occupancy,  all  proceeds 
from  the  sale  or  disposition  should  be 
used  to  provide  supportive  housing  or 
for  the  direct  benefit  of  low  income 
persons.  Any  other  proposed  use  of  sale 
proceeds  must  be  submitted  to  HUD 
with  appropriate  documentation  for  a 
determination  whether  repajinent  of  ail 
or  a  portion  of  the  grant  will  be  required 
to  prevent  undue  benefits  to  the 
recipient. 

(d)  Conversion  of  advances  to  grants. 
All  acquisition  and  rehabilitation 
advances  awarded  under  this  part 
before  [insert  effective  date  of  rule]  are 
converted  to  grants,  which  are  subject  to 
the  provisions  of  paragraphs  (b)  and  (c) 
of  this  section. 

§577.315  Displacement,  relocation,  and 
acquisition. 

(a)  Minimizing  displacement. 
Consistent  with  the  other  goals  and 
objectives  of  this  part,  recipients  and 
project  sponsors  must  assure  that  they 
have  taken  all  reasonable  steps  to 
minimize  the  displacement  of  persons 
(families,  individuals,  businesses, 
nonprofit  organizations,  and  farms)  as  a 
result  of  transitional  housing  assisted 
under  this  part. 

(b)  Relocation  assistance  for 
displaced  persons.  A  displaced  person 
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(defined  in  paragraph  (f)  of  this  section) 
must  be  provided  relocation  assistance 
at  the  levels  described  in,  and  in 
accordance  with,  the  requirements  of 
the  Uniform  Relocation  Assistance  and 
Real  Property  Acquisition  Policies  Act 
of  1970  (URA)  (42  U.S.C.  4601-4655)  and 
implementing  regulations  at  49  CFR  part 
24. 

(c)  Real  property  acquisition 
requirements.  The  acquisition  of  real 
property  for  a  transitional  housing 
project  is  subject  to  the  URA  and  the 
requirements  described  in  49  CFR  part 
24,  subpart  B. 

(d)  Responsibility  of  recipient.  (1)  The 
recipient  must  certify  [i.e.,  provide 
assurance  of  compliance)  that  it  will 
comply  with  the  URA,  the  regulations  at 
49  CFR  part  24,  and  the  requirements  of 
this  section,  and  must  ensure  such 
compliance  notwithstanding  any  third 
party's  contractual  obligation  to  the 
recipient  to  comply  with  these 
provisions. 

(2)  The  cost  of  required  relocation 
assistance  is  an  eligible  project  cost  in 
the  same  manner  and  to  the  same  extent 
as  other  project  costs.  Such  costs  also 
may  be  paid  for  with  local  public  funds 
or  funds  available  from  other  sources. 

(3)  The  recipient  must  maintain 
records  in  sufficient  detail  to 
demonstrate  compliance  with  provisions 
of  this  section. 

(e)  Appeals.  A  person  who  disagrees 
with  the  recipient’s  determination 
concerning  whether  the  person  qualifies 
as  a  "displaced  person,”  or  the  amoimt 
of  relocation  assistance  for  which  the 
person  is  eligible,  may  file  a  written 
appeal  of  that  determination  with  the 
recipient.  A  low-income  person  who  is 
dissatisfied  with  the  recipient's 
determination  on  his  or  her  appeal  may 
submit  a  written  request  for  review  of 
that  determination  to  the  HUD  field 
office. 

(f)  Definition  of  displaced  person.  (1) 
For  purposes  of  this  section,  the  term 
“displaced  person"  means  a  person 
(family,  individual,  business,  nonprofit 
organization,  or  farm)  that  moves  from 
real  property,  or  moves  personal 
property  from  real  property  permanently 
as  a  direct  result  of  acquisition, 
rehabilitation,  or  demolition  for  a 
transitional  housing  project  assisted 
under  this  part.  This  includes  any 
permanent,  involuntary  move  for  an 
assisted  project,  including  any 
permanent  move  from  the  real  property 
that  is  made: 

(i)  After  notice  by  the  recipient, 
project  sponsor,  or  property  owner  to 
move  permanently  from  the  property,  if 
the  move  occurs  on  or  after  the  date  that 
the  recipient  submits  to  HUD  an 
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application  for  assistance  that  is  later 
approved  and  funded; 

(ii)  Before  the  submission  of  the 
application  to  HUD,  if  the  recipient  or 
HUD  determines  that  the  displacement 
resulted  directly  from  acquisition, 
rehabilitation,  or  demolition  for  the 
transitional  housing  project;  or 

(iii)  By  a  tenant-occupant  of  dwelling 
unit,  if  any  one  of  he  following  three 
situations  occurs: 

(A)  The  tenant  moves  after  the 
execution  of  the  agreement  between  the 
recipient  and  HUD  and  the  move  occurs 
before  the  tenant  is  provided  written 
notice  offering  him  or  her  the 
opportunity  to  lease  and  occupy  a 
suitable,  decent,  safe  and  sanitary 
dwelling  in  the  same  building/complex 
under  reasonable  terms  and  conditions, 
upon  completion  of  the  project.  Such 
reasonable  terms  and  conditions  must 
include  a  monthly  rent,  including 
estimated  average  monthly  utility  costs, 
that  do  not  exceed  the  greater  of: 

(J)  The  tenant’s  monthly  rent  before 
execution  of  the  agreement  between  the 
recipient  and  HUD  and  estimated 
average  monthly  utility  costs;  or 

{2)  30  percent  of  gross  household 
income;  or 

(B)  The  tenant  is  required  to  relocate 
temporarily,  does  not  return  to  the 
building/complex,  and  either 

(1)  The  tenant  is  not  offered  payment 
for  all  reasonable  out-of-pocket 
expenses  incurred  in  connection  with 
the  temporary  relocation  or 

[2]  Other  conditions  of  the  temporary 
relocation  are  not  reasonable;  or 

(C)  The  tenant  is  required  to  move  to 
another  dwelling  unit  in  the  same 
building/complex  but  is  not  offered 
reimbursement  for  all  reasonable  out-of- 
pocket  expenses  incurred  in  connection 
with  the  move,  or  other  conditions  of  the 
move  are  not  reasonable. 

(2)  Notwithstanding  the  provisions  of 
paragraph  (f)(1)  of  this  section,  a  person 
does  not  qualify  as  a  “displaced  person" 
(and  is  not  eligible  for  relocation 
assistance  under  the  URA  or  this 
section),  if: 

(i)  The  person  has  been  evicted  for 
serious  or  repeated  violation  of  terms 
and  conditions  of  the  lease  or 
occupancy  agreement,  violation  of 
applicable  Federal,  State  or  local  law,  or 
other  good  cause,  and  HUD  determines 
that  the  eviction  was  not  undertaken  for 
the  purpose  of  evading  the  obligation  to 
provide  relocation  assistance; 

(ii)  The  person  moved  into  the 
property  after  the  submission  of  the 
application  and,  before  signing  a  lease 
and  commencing  occupancy,  was 
provided  written  notice  of  the  project, 
its  possible  impact  on  the  person  [e.g., 
the  person  may  be  displaced. 


temporarily  relocated,  or  su^er  a  rent 
increase]  and  the  fact  that  the  person 
would  not  qualify  as  a  “displaced 
person”  (or  for  any  assistance  provided 
under  this  section]  as  a  result  of  the 
project. 

(iii)  The  person  is  ineligible  under  49 
CFR  24.2(g)(2);  or 

(iv)  HUD  determines  that  the  person 
was  not  displaced  as  a  direct  result  of 
acquisition,  rehabilitation,  or  demolition 
for  the  transitional  housing  project. 

(3)  The  recipient  or  sponsor  may,  at 
any  time,  request  HUD  to  determine 
whether  a  displacement  is  or  would  be 
covered  by  this  section. 

(g)  Definition  of  initiation  of 
negotiations.  For  purposes  of 
determining  the  formula  for  computing 
the  replacement  housing  assistance  to 
be  provided  to  a  residential  tenant 
displaced  as  a  direct  result  of  privately 
undertaken  rehabilitation,  demolition,  or 
acquisition  of  the  real  property,  the  term 
“initiation  of  negotiations"  means  the 
execution  of  the  agreement  between  the 
recipient  and  HUD. 

§  577.320  Resident  rent 

Each  resident  of  transitional  housing 
assisted  under  this  part  must  pay  as  rent 
an  amount  determined  in  accordance 
with  section  3(a)  of  the  United  States 
Housing  Act  of  1937.  Under  section  3(a), 
each  resident  must  pay  as  rent  the 
highest  of: 

(a)  30  percent  of  the  family’s  monthly 
adjusted  income  (adjustment  factors 
include  the  number  of  people  in  the 
family,  age  of  family  members,  medical 
expenses,  and  child  care  expenses); 

(b)  10  percent  of  the  family’s  monthly 
income;  or 

(c)  If  the  family  is  receiving  payments 
for  welfare  assistance  from  a  public 
agency  and  a  part  of  the  payments, 
adjusted  in  accordance  with  the  family’s 
actual  housing  costs,  is  specifically 
designated  by  the  agency  to  meet  the 
family’s  housing  costs,  the  portion  of  the 
payments  that  is  designated. 

§  577.325  Discharge  of  residents. 

(a)  Preemption.  No  State  or  local  law, 
ordinance,  or  regulation  shall  have  any 
force  or  effect  to  the  extent  that  it 
prohibits,  or  has  the  effect  of 
prohibiting,  recipients  from  discharging 
residents  &om  transitional  housing  at 
the  end  of  the  24-month  or  other  HUD- 
approved  limit  on  the  stay  of  residents 
in  the  housing. 

(b)  Notice  to  residents.  A  recipient 
must  personally  serve  written  notice  to 
a  resident,  not  less  than  30  calendar 
days  before  the  end  of  the  residency 
period  for  the  resident,  that  he  or  she 
will  be  discharged  from  the  transitional 
housing  at  the  end  of  the  stated  period. 


(c)  Resident  contract.  A  recipient  of 
assistance  under  this  part  may  execute  a 
contract  with  each  resident  individual  or 
family  before  admission  to  transitional 
housing  providing  for  the  length  of  the 
residency  period  (not  to  exceed  24 
months  or  a  longer  time  period  approved 
by  HUD)  and  such  other  terms  and 
conditions  governing  the  relationship 
between  the  recipient  and  the  resident. 

§  577.330  Flood  Insurance. 

(a)  The  Flood  Disaster  Protection  Act 
of  1973  (42  U.S.C.  4001-4128)  prohibits 
the  approval  of  applications  for 
assistance  for  acquisition  or 
construction  (including  rehabilitation) 
for  transitional  housing  located  in  an 
area  identihed  by  the  Federal 
Emergency  Management  Agency 
(FEMA)  as  having  special  flood  hazards, 
unless; 

(1)  The  community  in  which  the  area 
is  situated  is  participating  in  the 
National  Flood  Insurance  Program  (see 
44  CFR  parts  59  through  79),  or  less  than 
a  year  has  passed  since  F^IA 
notification  regarding  such  hazards;  and 

(2)  Flood  insurance  is  obtained  as  a 
condition  of  approval  of  the  application. 

(b)  Recipients  with  transitional 
housing  located  in  an  area  identified  by 
FEMA  as  having  special  flood  hazards 
are  responsible  for  assuring  that  flood 
insurance  under  the  National  Flood 
Insurance  Program  is  obtained  and 
maintained. 

S  577.335  Applicability  of  Other  Federal 
Requirementa. 

Each  recipient  of  assistance  under  this 
part  must  comply  with  the  following 
additional  requirements: 

(a)  Nondiscrimination  and  equal 
opportunity.  The  nondiscrimination  and 
equal  opportunity  requirements  that 
apply  to  transitional  housing  are 
discussed  below.  Notwithstanding  the 
permissibility  of  proposals  that  serve 
designated  populations  of  homeless 
persons,  recipients  serving  a  designated 
population  of  homeless  persons  are 
required,  within  the  designated 
population,  to  comply  with  these 
requirements  for  nondiscrimination  on 
the  basis  of  race,  color,  religion,  sex, 
national  origin,  age,  familial  status,  and 
handicap. 

(1)  The  requirements  of  the  Fair 
Housing  Act  (42  U.S.C.  3601-19)  and 
implementing  regulations  at  24  CFR  part 
100;  Executive  Order  11063  (Equal 
Opportunity  in  Housing)  and 
implementing  regulations  at  24  CFR  part 
107;  and  Title  VI  of  the  Civil  Rights  Act 
of  1964  (42  U.S.C.  2000d) 
(Nondiscrimination  in  Federally 
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Assisted  Programs)  and  implementing 
regulations  issued  at  24  CFR  part  1; 

(2)  The  prohibitions  against 
discrimination  on  the  basis  of  age  under 
the  Age  Discrimination  Act  of  1975  (42 
U.S.C.  6101-07)  and  implementing 
regulations  at  24  CFR  part  146.  and  the 
prohibitions  against  discrimination 
against  handicapped  individuals  under 
section  504  of  the  Rehabilitation  Act  of 
1973  (29  U.S.C.  794)  and  implementing 
regulations  at  24  CFR  part  8; 

(3)  The  requirements  of  Executive 
Order  11246  (Equal  Employment 
Opportunity)  and  the  regulations  issued 
under  the  Order  at  41  CFR  chapter  60: 

(4)  The  requirements  of  section  3  of 
the  Housing  and  Urban  Development 
Act  of  1968  (12  U.S.C.  1701u) 

(Employment  Opportunities  for  Lower 
Income  Persons  in  Connection  with 
Assisted  Projects);  and 

(5)  The  requirements  of  Executive 
Orders  11625, 12432,  and  12138. 

Consistent  with  HUD’s  responsibilities 
under  these  Orders,  recipients  must 
make  efforts  to  encourage  the  use  of 
minority  and  women's  business 
enterprises  in  connection  with  funded 
activities. 

(6)  If  the  procedures  that  the  recipient 
intends  to  use  to  make  known  the 
availability  of  the  transitional  housing 
are  unlikely  to  reach  persons  of  any 
particular  race,  color,  religion,  sex,  age. 
national  origin,  familial  status,  or 
handicap  who  may  qualify  for 
admission  to  the  housing,  the  recipient 
must  establish  additional  procedures 
that  will  ensure  that  such  persons  can 
obtain  information  concerning  the 
availability  of  the  housing. 

(7)  The  recipient  must  adopt 
procedures  to  make  available 
information  on  the  existence  and 
locations  of  facilities  and  services  that 
are  accessible  to  persons  with  a 
handicap  and  maintain  evidence  of 
implementation  of  the  procedures. 

(8)  The  recipient  must  comply  with  the 
new  construction  accessibility 
requirements  of  the  Fair  Housing  Act 
and  section  504  of  the  Rehabilitation  Act 
of  1973,  and  the  reasonable 
accommodation  and  rehabilitation 
accessibility  requirements  of  section  504 
as  follows: 

(i)  All  new  construction  must  meet  the 
accessibility  requirements  of  24  CFR 
8.22  and.  as  applicable,  24  CFR  100.205. 

(ii)  Projects  in  which  costs  of 
rehabilitation  are  75  percent  or  more  of 
the  replacement  cost  of  the  building 
must  meet  the  requirements  of  24  CFR 
8.23(a).  Other  rehabilitation  must  meet 
the  requirements  of  24  CFR  8.23(b). 

(b)  Environmental.  TTie  National 
Environmental  Policy  Act  of  1969  and 
the  related  authorities  in  24  CFR  parts  50 


and,  58  are  applicable  to  proposals  under 
this  program. 

(c)  Applicability  of  OMB  Circulars. 

The  policies,  guidelines,  and 
requirements  of  OMB  Circular  Nos. 
A-87  and  A-102  (as  set  forth  in  24  CFR 
part  85)  apply  to  the  acceptance  and  use 
of  assistance  under  the  program  by 
governmental  entities,  and  OMB 
Circular  Nos.  A-110  and  A-122  apply  to 
the  acceptance  and  use  of  assistance  by 
private  nonprofit  organizations,  except 
the  requirements  of  24  CFR  85.24  are 
modified  by  §  557.130  of  this  part,  and 
the  requirements  of  24  CFR  85.31  are 
modified  by  §  557.310  of  this  part. 

(d)  Lead-based  paint.  Any  residential 
property  assisted  under  this  part 
constitutes  HUD-associated  housing  for 
the  purposes  of  the  Lead  Based  Paint 
Poisoning  Prevention  Act  and  is, 
therefore,  subject  to  24  CFR  part  35. 

(e)  Conflicts  of  interest.  In  addition  to 
the  conflict  of  interest  requirements  in 
OMB  Circular  A-102  and  24  CFR  part  85. 
no  person  who  is  an  employee,  agent, 
consultant,  officer,  or  elected  or 
appointed  official  of  the  recipient  that 
receives  assistance  xmder  the  program, 
or  who  exercises  or  has  exercised  any 
functions  or  responsibilities  with  respect 
to  assisted  activities,  or  who  is  in  a 
position  to  participate  in  a 
decisionmaking  process  or  gain  inside 
information  with  regard  to  such 
activities,  may  obtain  a  personal  or 
financial  interest  or  benefit  from  the 
activity,  or  have  an  interest  in  any 
contract,  subcontract,  or  agreement  with 
respect  thereto,  or  the  proceeds 
thereunder,  either  for  himself  or  herself 
or  for  those  with  whom  he  or  she  has 
family  or  business  ties,  during  his  or  her 
tenure  or  for  one  year  thereafter. 

(f)  Use  of  debarred,  suspended,  or 
ineligible  contractors.  The  provisions  of 
24  CFR  part  24  apply  to  the  employment, 
engagement  of  services,  awarding  of 
contracts,  or  funding  of  any  contractors 
or  subcontractors  during  any  period  of 
debarment,  suspension,  or  placement  in 
ineligibility  status. 

(g)  Audit.  The  financial  management 
systems  used  by  States,  metropolitan 
cities,  urban  counties,  governmental 
entities  and  tribes  that  are  recipients 
under  this  program  must  provide  for 
audits  in  accoi^ance  with  24  CFR  part 
44.  Private  nonprofit  organization 
recipients  are  subject  to  the  audit 
requirements  of  OMB  Circular  A-133. 
HUD  may  perform  or  require  additional 
audits  as  it  Bnds  necessary  or 
appropriate. 

(h)  Davis-Bacon  Act.  The  provisions 
of  the  Davis-Bacon  Act  do  not  apply  to 
this  program. 

(i)  Drug-and  alcohol-free  facilities. 
Section  402  of  the  Stewart  B.  McKinney 


Homeless  Assistance  Amendments  Act 
of  1988  requires  recipients  assisted 
under  this  part  to  administer,  in  good 
faith,  a  policy  designed  to  ensure  that 
the  facility  is  free  from  the  illegal  use. 
possession,  or  distribution  of  drugs  or 
alcohol  by  its  residents.  Recipients  are 
also  subject  to  the  requirements  of 
sections  5151-5160  of  the  Drug-Free 
Workplace  Act  of  1988  and  HUD's 
implementing  regulations  at  24  CFR  part 
24. 

Subpart  F— Administration 

§  577.400  Obligation  of  funds, 
amendments,  and  deobligation. 

(a)  Obligation  of  funds.  When  HUD 
selects  an  application  for  funding  and 
notifies  the  applicant,  it  will  obligate 
funds  to  cover  the  amount  of  the 
approved  assistance  under  subpart  B  of 
this  part.  The  recipient  will  be  expected 
to  carry  out  the  transitional  housing 
activities  as  proposed  in  the  application. 

(b)  Increases.  After  the  initial 
obligation  of  funds,  HUD  will  not  make 
revisions  to  increase  the  amoimt 
obligated. 

(c)  Amendment.  HUD  must 
preapprove  changes  to  an  application 
selected  for  fimding. 

(d)  Deobligation.  (1)  HUD  may 
deobligate  all  or  parts  of  grants  for 
acquisition,  rehabilitation,  or  new 
construction: 

(1)  If  the  actual  total  costs  of 
acquisition,  rehabilitation,  or  new 
construction  are  less  than  the  total  cost 
anticipated  in  the  application;  or 

(ii)  If  proposed  activities  for  which 
funding  was  approved  are  not  begun 
within  nine  months  or  residents  do  not 
begin  to  occupy  within  18  months  after 
grant  execution. 

(2) (i)  HUD  may  deobligate  the 
amounts  for  annual  operating  costs  or 
supportive  services  in  any  year  based 
on  any  revisions  to  the  recipient's 
budget  as  originally  approved. 

(ii)  HUD  may  deobligate  the  amounts 
for  annual  operating  costs  or  supportive 
services  costs  if  the  proposed 
transitional  housing  operations  are  not 
begun  within  three  months  after  the 
units  are  available  for  occupancy. 

(3)  The  grant  agreement  may  set  forth 
in  detail  other  circumstances  und«' 
which  funds  may  be  deobligated,  and 
other  sanctions  may  be  imposed. 

(4)  HUD  may: 

(i)  Readvertise  the  availability  of 
fun^  that  have  been  deobligated  under 
this  section  in  a  notice  of  fund 
availability  under  S  577.200  of  this  part, 
or 

(ii)  Award  deobligated  funds  to 
selected  applications  previously 
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submitted  in  response  to  the  most 
recently  published  notice  of  fund 
availability.  Such  selections  will  be 
made  in  accordance  with  subpart  D  of 
this  part. 

(e)  Site  control.  HUD  will  recapture  or 
deobligate  any  award  for  assistance 
under  this  part  if  the  recipient  is  not  in 
control  of  a  suitable  site  before  the 
expiration  of  one  year  after  notification 
of  an  award,  unless  previously  waived 
at  the  time  of  application  under 

§  577.210(c)  of  this  part.  Evidence  of  site 
control  is  satisfied  by  a  deed,  lease,  or 
executed  contract  of  sale. 

(f)  Repayment.  If  necessary,  HUD  may 
require  recipients  to  repay  funds  that 
have  already  been  disbursed. 

§  577.405  Site  change. 

(a)  General.  A  recipient  may  obtain 
ownership  or  control  of  a  suitable  site 
different  from  the  one  specified  in  its 
application.  Retention  of  an  assistance 
award  is  subject  to  the  new  site's 
meeting  all  requirements  under  this  part 
for  suitable  sites. 

(b)  Increased  costs.  If  the  acquisition, 
rehabilitation,  or  new  construction  costs 
for  the  substitute  site  are  greater  than 
the  amount  of  the  grant  awarded  for  the 
site  specified  in  the  application,  the 
recipient  must  provide  for  all  additional 
costs.  If  the  recipient  is  unable  to 
demonstrate  to  HUD  that  it  is  able  to 
provide  for  the  difference  in  costs,  HUD 
may  deobligate  the  award  of  assistance. 

PART  578— PERMANENT  HOUSING 
FOR  HANDICAPPED  HOMELESS 
PERSONS 

2.  Part  578,  consisting  of  subparts  A 
through  F,  would  be  revised  to  read  as 
follows: 

Subpart  A— General 

Sec. 

578.1  Applicability  and  scope. 

578.5  Definitions. 

578.10  Waivers. 

Subpart  B— Auistance  Provided 

578.100  Types  of  assistance. 

578.105  Acquisition  grants. 

578.110  Rehabilitation  grants. 

578.112  New  construction  grants. 

578.115  Funding  for  supportive  services 
costs. 

578.118  Funding  for  operating  costs. 

578.117  Recipient  share  of  supportive 

services  and  operating  costs. 

578.119  Administrative  costs  for  grants. 

578.120  Technical  assistance. 

578.125  Limitations  on  use  of  assistance. 
578.130  Matching  requirements. 

578.135  Assistance  under  other  HUD 
programs. 


Subpart  C — Comprehensive  Housing 
Affordability  Strategy 

578.150  Comprehensive  Housing 
Affordability  Strategy. 

Subpart  D— Application  and  Selection 
Procesa 

578.200  Notice  of  fund  availability. 

578.205  Selection  process. 

578.210  Application  requirements. 

578.215  Ranking  criteria  for  applicants. 
578.217  Application  and  selection  process 
for  renewal  grants. 

578.220  Environmental  review. 

578.225  Final  selection. 

Subpart  E— Program  Requirements 

578.300  Grant  agreement. 

578.305  General  operation. 

578.310  Term  of  commitment;  repayment  of 
grants;  conversion  of  advances  to  grants. 
578.315  Displacement,  relocation,  and 
acquisition. 

578.320  Resident  rent. 

578.325  Sites  and  number  of  residents. 
578.330  Flood  insurance. 

578.335  Applicability  of  other  Federal 
requirements. 

Subpart  F— Administration 

578.400  Obligation  of  funds,  amendments, 
and  deobligation. 

578.405  Site  change. 

Authority:  Sec.  426,  Stewart  B.  McKinney 
Homeless  Assistance  Act  (42  U.S.C.  11386); 
sec.  7(d),  Department  of  Housing  and  Urban 
Development  Act  (42  U.S.C.  3535(d)). 

Subpart  A — General 

§  578.1  Applicability  and  scope. 

(a)  General.  The  Supportive  Housing 
Demonstration  program  contained  in 
subtitle  C  of  title  IV  of  the  Stewart  B. 
McKinney  Homeless  Assistance  Act  is 
designed  to  develop  innovative 
approaches  for  providing  supportive 
housing,  especially  to  deinstitutionalized 
homeless  individuals,  homeless  families 
with  children,  and  homeless  individuals 
with  mental  disabilities  and  other 
handicapped  homeless  persons.  A 
central  purpose  of  the  program  is  to 
provide  supportive  housing  for 
deinstitutionalized  homeless  individuals 
and  other  homeless  individuals  with 
mental  disabilities.  It  is  designed  to 
determine: 

(1)  The  cost  of  acquisition, 
rehabilitation,  new  construction,  or 
leasing  of  existing  structures  for  the 
provision  of  supportive  housing; 

(2)  The  cost  of  operating  such  housing 
and  providing  supportive  services  to  the 
residents  of  such  housing; 

(3)  The  social,  financial,  and  other 
advantages  of  such  housing  as  a  means 
of  assisting  homeless  individuals;  and 

(4)  The  lessons  that  the  provision  of 
supportive  housing  might  have  for  the 
design  and  implementation  of  housing 
programs  that  serve  homeless 


individuals  and  families  with  special 
needs,  particularly  deinstitutionalized 
homeless  individuals,  homeless  families 
with  children,  and  homeless  individuals 
with  mental  disabilities  and  other 
handicapped  homeless  persons. 

(b)  Components.  The  Supportive 
Housing  Demonstration  program 
consists  of  two  components:  Permanent 
housing  for  handicapped  homeless 
persons  and  transitional  housing.  Part 
578  of  this  title  implements  the  program 
for  permanent  housing  for  handicapped 
homeless  persons.  Part  577  of  this  title 
implements  the  transitional  housing 
program. 

§578.5  Definitions. 

As  used  in  this  part: 

Applicant  means  the  State  in  which 
permanent  housing  for  handicapped 
homeless  persons  is  to  be  located,  or  a 
tribe.  An  applicant  may  be  the  state 
housing  finance  agency  (or  other  State 
agency)  that  customarily  implements 
housing  programs  for  the  State  and  that 
is  identified  by  statute  to  participate  in 
housing  programs  in  the  State. 

Child  care  services  means 

(1)  Establishing,  licensing,  and 
operating  a  child  care  facility  for 
residents;  or 

(2)  (i)  Contributions  for  the  child  care 
costs  of  residents  to  existing  community 
child  care  programs  and  facilities;  and 

(ii)  Counseling  designed  to  inform  the 
residents  of  public  and  private  child 
care  services  for  which  they  are  eligible. 

(3)  Child  care  services  assisted  under 
this  part,  whether  an  on-site  facility 
operated  by  the  recipient  or  an  off-site 
facility  contributed  to  by  the  recipient, 
must  meet  any  applica'ble  State  and 
local  laws. 

Comprehensive  Housing  Affordability 
Strategy  (CHAS  or  housing  strategy) 
means  the  housing  strategy  prepared  by 
a  jurisdiction  and  submitted  to  HUD  in 
accordance  with  24  CFR  part  91. 

Date  of  initial  occupancy  means  the 
date  that  the  permanent  housing  is 
initially  occupied  by  a  homeless  person 
for  whom  assistance  is  provided  under 
this  part.  If  the  assistance  is  for  an 
existing  homeless  facility,  the  date  of 
initial  occupancy  is  the  date  that 
services  are  first  provided  to  the 
residents  of  permanent  housing  with 
funding  under  this  part. 

Deinstitutionalized  homeless 
individual  means  a  homeless  individual 
with  mental  disabilities  who  has  been 
discharged  or  released  from  a  mental 
insitution  or  hospital,  a  halfway  house, 
or  similar  facility  providing  housing  and 
supportive  services  to  its  residents.  This 
term  includes  a  homeless  family,  if  the 
head  of  the  family  (or  the  spouse  of  the 
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head  of  the  family)  is  a 
deinstitutionalized  homeless  individual. 

Employment  assistance  means 

(1)  Placement  of  residents  in  jobs 
outside  the  housing  or,  if  this  is  not 
feasible,  employment  of  residents  in  the 
operation  and  maintenance  of  the 
housing; 

(2)  Where  necessary  and  appropriate, 
payment  of  reasonable  transportation 
costs  of  residents  to  places  of 
employment  outside  the  housing; 

(3)  Employment  counseling;  and 

(4)  Technical  courses  leading  to 
employment. 

Handicapped  homeless  person  means 
a  handicapped  person  who 

(1)  Is  a  homeless  individual; 

(2)  Is  currently  not  a  homeless 
individual  but  who  is  at  risk  of 
becoming  a  homeless  individual  through 
eviction  from  permanent  housing, 
including  private  dwelling  units  or 
institutions,  and  lacks  the  resources  and 
support  network  needed  to  obtain 
access  to  housing;  or 

(3)  Has  been  a  resident  of  transitional 
housing  assisted  under  the  Transitional 
Housing  program,  described  in  24  CFR 
part  577.  This  term  may  include  a 
homeless  family,  if  the  head  of  the 
family  (or  the  spouse  of  the  head  of  the 
family)  is  a  handicapped  homeless 
person. 

Handicapped  or  handicapped  person 
means  a  household  composed  of  one  or 
more  persons  at  least  one  of  whom  is  an 
adult  who  has  a  disability.  A  person  is 
considered  to  have  a  disability  if  such 
person  is  determined  to  have  a  physical, 
mental,  or  emotional  impairment  that  is 
expected  to  be  of  long-continued  and 
indefinite  duration,  substantially 
impedes  his  or  her  ability  to  live 
independently,  and  is  of  a  nature  that 
the  ability  to  live  independently  could 
be  improved  by  more  suitable  housing 
conditions.  This  term  includes: 

(1)  An  indiviudal  who  is 
developmentally  disabled,  i.e.,  an 
individual  who  has  a  severe  chronic 
disability  that: 

(i)  Is  attributable  to  a  mental  or 
physical  impairment  or  combination  of 
mental  and  physical  impairments; 

(ii)  Is  manifested  before  the  person 
attains  age  22; 

(iii)  Is  likely  to  continue  indefinitely; 

(iv)  Results  in  substantial  functional 
limitations  in  three  or  more  of  the 
following  areas  of  major  life  activity: 

(A)  Self-care; 

(B)  Receptive  and  expressive 
language; 

(C)  Learning; 

(D)  Mobility: 

(E)  Self-direction; 

(F)  Capacity  for  independent  living; 
and 


(G)  Economic  self-sufficiency;  and 

(v)  Reflects  the  person's  need  for  a 
combination  and  sequence  of  special, 
interdisciplinary,  or  generic  care, 
treatment,  or  other  services  that  are  of 
lifelong  or  extended  duration  and  are 
individually  planned  and  coordinated. 

(2)  An  individual  who  is  chronically 
mentally  ill,  i.e.,  an  individual  who  has  a 
severe  and  persistent  mental  or 
emotional  impairment  that  seriously 
limits  his  or  her  ability  to  live 
independently  [e.g.,  by  limiting 
functional  capacities  relative  to  primary 
aspects  of  daily  living  such  as  personal 
relations,  living  arrangements,  work,  or 
recreation),  and  whose  impairment 
could  be  improved  by  more  suitable 
housing  conditions. 

Homeless  means: 

(1)  An  individual  or  family  that  lacks 
a  fixed,  regular,  and  adequate  nighttime 
residence:  or 

(2)  An  individual  or  family  that  has  a 
primary  nighttime  residence  that  is: 

(i)  A  supervised  publicly  or  privately 
operated  shelter  designed  to  provide 
temporary  living  accommodations 
(including  welfare  hotels,  congregate 
shelters,  and  transitional  housing  for  the 
mentally  ill); 

(ii)  An  institution  that  provides  a 
temporary  residence  for  individuals 
intended  to  be  institutionalized;  or 

(iii)  A  public  or  private  place  not 
designed  for,  or  ordinarily  used  as,  a 
regular  sleeping  accommodation  for 
human  beings. 

(3)  This  term  does  not  include  any 
individual  imprisoned  or  otherwise 
detained  under  an  Act  of  the  Congress 
or  a  State  law. 

Homeless  family  with  children  means 
a  homeless  family  that  includes  at  least 
one  parent  or  guardian  and  one  child 
under  the  age  of  18,  a  homeless  pregnant 
woman,  and  a  homeless  individual  in 
the  process  of  securing  legal  custody  of 
any  person  who  has  not  attained  the  age 
of  18  years. 

HUD  means  the  U.S.  Department  of 
Housing  and  Urban  Development. 

New  construction  means  the  building 
of  a  structure  where  none  existed  or  an 
addition  to  an  existing  structure  that 
increases  the  floor  area  by  more  than 
100  percent. 

Operating  costs  means  expenses  that 
a  recipient  incurs  fon 

(1)  Administration  (including  staff 
salaries),  maintenance,  minor  or  routine 
repair,  repair  and  maintenance  reserve, 
security  and  rental  of  the  housing; 

(2)  Utilities,  insurance,  fuel, 
furnishings,  and  equipment  for  the 
housing; 

(3)  Relocation  assistance  under 
S  578.315  of  this  part,  including 
payments  and  services;  and 


(4)  Other  costs  associated  with 
operating  the  permanent  housing. 

Permanent  housing  for  handicapped 
homeless  persons  or  permanent  housing 
means  housing  assisted  under  this  part: 

(1)  That  provides  community-based, 
long-term  housing  and  appropriate 
supportive  services  for  not  more  than 
eight  handicapped  homeless  persons 
and  their  families  (or  16  such  persons 
and  their  families  but  only  if  not  more 
than  20  percent  of  the  units  in  the 
structure  are  designed  for  handicapped 
persons)  and  that  is  carried  out  by  a 
project  sponsor  in  homes  designed 
solely  for  housing  handicapped 
homeless  persons,  or  dwelling  units  in  a 
rental  apartment  building,  a 
condominium  project,  or  a  cooperative 
project;  and 

(2)  That  has  as  its  purpose,  through 
providing  housing  and  supportive 
services,  maximizing  each  resident's 
ability  to  live  independently  within  a 
permanent  housing  environment. 

Private  nonprofit  organization  means 
a  secular  or  religious  organization,  no 
part  of  the  net  earnings  of  which  may 
inure  to  the  beneHt  of  any  member, 
founder,  contributor,  or  individual.  The 
organization  must: 

(1)  Have  a  voluntary  board; 

(2) (i)  Have  a  functioning  accounting 
system  that  is  operated  in  accordance 
with  generally  accepted  accounting 
principles,  or 

(ii)  Designate  an  entity  that  will 
maintain  a  functioning  accounting 
system  for  the  organization  in 
accordance  with  generally  accepted 
accounting  principles;  and 

(3)  Practice  nondiscrimination  in  the 
provision  of  assistance  under  the 
permanent  housing  program  in 
accordance  with  the  authorities 
described  in  §  578.335(a)  of  this  part. 

Project  sponsor  means  a  private 
nonproHt  organization  that  an 
authorized  offlcial  of  the  applicant 
approves  as  Hnancially  responsible,  or  a 
public  housing  agency  (PHA).  The 
project  sponsor  must  operate  the 
permanent  housing  for  handicapped 
homeless  persons,  and  must  provide  (or 
coordinate  the  provision  of)  supportive 
services  to  the  residents  of  such 
housing. 

Recipient  means  the  applicant  that 
executes  a  grant  agreement  with  HUD. 
The  recipient  provides  assistance  to  the 
project  sponsor  for  the  operation  of 
permanent  housing  for  handicapped 
homeless  persons  and  facilitates  the 
provision  of  necessary  supportive 
services  to  the  residents  of  the 
permanent  housing. 

Rehabilitation  means  the 
improvement  of  an  existing  structure  or 
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an  addition  to  an  existing  structure  that 
does  not  increase  the  floor  area  by  more 
than  100  percent.  Rehabilitation  does 
not  include  minor  or  routine  repairs. 

State  means  any  of  the  several  States, 
the  District  of  Columbia,  the 
Commonwealth  of  Puerto  Rico,  the 
Virgin  Islands,  Guam,  American  Samoa, 
the  Northern  Mariana  Islands,  the  Trust 
Territory  of  the  PaciHc  Islands,  and  any 
other  territory  or  possession  of  the 
United  States. 

Supportive  services  means  services 
provided  to  residents  of  permanent 
housing  for  the  purpose  of  maximizing 
each  resident's  ability  to  live 
independently  within  a  permanent 
housing  environment.  SuppOTtive 
services  must  address  the  special  needs 
of  the  handicapped  homeless  persons  to 
be  served  and  must  assist  in 
accomplishing  the  purpose  of  permanent 
housing.  Supportive  services  may 
include,  but  are  not  limited  to: 

(1)  Case  management; 

(2)  Medical  and  psychological 
counseling  and  supervision; 

(3)  Life  skills  training; 

(4)  Nutritional  counseling; 

(5)  Assistance  in  obtaining  other 
Federal,  State,  and  local  assistance 
available  for  residents  of  permanent 
housing  facilities,  including  mental 
health  benefits;  employment  counseling; 
medical  assistance;  Veterans'  benefits; 
and  income  support  assistance,  such  as 
Supplemental  Security  Income  benefits. 
Aid  to  Families  with  Dependent 
Children,  General  Assistance,  and  Food 
Stamps;  and 

(6)  Other  services,  such  as  child  care 
and  employment  assistance. 

All  or  part  of  the  supportive  services 
may  be  provided  directly  by  the 
recipient  or  the  project  sponsor,  or  by 
arrangement  with  public  or  private 
service  providers. 

Tribe  means  any  Indian  tribe,  band, 
group,  or  nation,  including  Alaska 
Indians,  Aleuts,  and  Eskimos  and  any 
Alaskan  Native  Village,  of  the  United 
States,  which  is  considered  an  eligible 
recipient  imder  title  I  of  the  Indian  Sel^- 
Determination  and  Education 
Assistance  Act  (25  U.S.C.  450)  or  was 
considered  an  eligible  recipient  under 
the  State  and  Local  Fiscal  Assistance 
Act  of  1972  (31  U.S.C.  6701)  before 
repeal  of  that  Act.  Eligible  recipients 
under  the  Indian  Self-Determination  and 
Education  Assistance  Act  are 
determined  by  the  Bureau  of  Indian 
Affairs. 

§578.10  Waivers. 

Upon  completion  of  a  determination 
and  finding  of  good  cause  by  the 
Assistant  Secretary  for  Community 
Planning  and  Development  HUD  may 


waive  any  provision  of  this  part  in  any 
particular  case  subject  only  to  statutory 
limitations.  Each  waiver  must  be  in 
writing,  and  must  be  supported  by 
documentation  of  the  facts  and  reasons 
that  formed  the  basis  for  the  waiver. 

HUD  will  publish  a  notice  in  the  Federal 
Register  informing  the  public  of  all 
waivers  granted  under  this  section  and 
containing  all  relevant  information 
concerning  the  waiver. 

Subpart  B-~Assistance  Provided 

§  578.100  Types  of  assistance. 

(a)  Assistance  available.  Grant 
assistance  for  permanent  housing  is 
available  for: 

(1)  Acquisition  of  land  or  structures; 

(2)  Rehabilitation  of  structures; 

(3)  New  construction; 

(4)  Operating  costs;  and 

(5)  Supportive  services  costs, 
including  costs  for  employment 
assistance  and  child  care  services. 

(b)  Eligibility  for  more  than  one  type 
of  assistance.  Applicants  may  apply  for 
more  than  one  type  of  assistance. 

(c)  Use  of  permanent  housing 
assistance.  Assistance  available  for 
permanent  housing  may  be  used: 

(1)  To  establish  new  permanent 
housing  facilities; 

(2)  To  expand  permanent  housing  in 
order  to  increase  the  number  of 
homeless  persons  served  or  to  increase 
the  level  of  supportive  services  provided 
to  homeless  persons; 

(3)  To  bring  permanent  housing  to  a 
level  that  meets  State  and  local 
government  health  and  safety  standards; 

(4)  To  replace  the  loss  of  private 
funding  for  permanent  housing  that  has 
ceased  after  completion  of  the  funding 
period  specified  in  the  award  of  private 
funding  up  to  the  amount  lost  or  the  limit 
in  §  578.117  of  this  part,  whichever  is 
lower;  and 

(5)  To  continue  funding  permanent 
housing  where  the  recipient  has 
received  funding  under  this  part  for 
supportive  services  or  operating  costs. 

(d)  Structures  used  for  multiple 
purposes.  Structures  use  to  provide 
permanent  housing  may  also  be  used  for 
other  purposes.  For  example,  a  structure 
may  contain  facilities  for  an  emergency 
shelter  as  well  as  permanent  housing, 
may  be  used  to  provide  supportive 
services  to  the  public  at  large,  or  may 
include  commercial  space.  Under  these 
circumstances,  however,  acquisition, 
rehabilitation,  and  new  construction 
grants  will  be  available  only  in 
proportion  to  the  use  of  the  structure  for 
permanent  housing,  and  the  funding  for 
operating  costs  and  supportive  services 
costs  will  be  available  only  to  support 


the  costs  related  to  the  permanent 
housing  to  be  provided. 

(e)  Technical  assistance.  HUD  may 
offer  technical  assistance,  as  described 
in  §  578.120  of  this  part. 

§578.105  Acqutottion  grants. 

(a)  Use.  HUD  will  grant  funds  to 
recipients  to: 

(1)  Defray  the  cost  of  the  acquisition 
of  real  property  selected  by  the 
recipients  for  use  in  the  provision  of 
permanent  housing  (including  property 
acquired  through  the  Single  Family 
Property  Disposition  Homeless 
Initiative);  or 

(2)  Repay  the  outstanding  debt  on  a 
loan  made  to  purchase  property  that  will 
be  used  in  the  provision  of  permanent 
housing,  if  the  property  has  not  been 
used  previously  as  supportive  housing. 

(b)  Existing  facilities.  HUD  will  not 
provide  assistance  under  this  part  for 
acquisition  of  existing  facilities  that 
currently  serve  the  homeless,  except 
properties  leased  through  the  Single 
Family  Property  Disposition  Homeless 
Initiative,  described  in  subpart  E  of  24 
CFR  part  291. 

(c)  Amount.  If  the  applicant  meets  the 
matching  share  requirements  at 

§  578.130  of  this  part,  the  maximum 
grant  available  for  acquisition  is  the 
lower  of: 

(1)  $200,000;  or 

(2)  The  total  cost  of  the  acquisition 
minus  the  applicant's  contribution 
toward  the  cost  of  the  acquisition. 

(d)  Increased  amounts.  In  areas 
determined  by  HUD  to  have  high 
acquisition  and  rehabilitation  costs, 
grants  of  more  than  $200,000,  but  not 
more  than  $400,000,  may  be  available. 

(A  list  of  these  geographic  areas  is 
included  in  the  application  package  or  is 
available  from  HUD  field  offices.)  All 
requirements  for  matching  funds 
described  in  §  578.130  of  diis  part  are 
applicable  to  increased  grants. 

§  578.1 10  Rehabilitation  grants. 

(a)  Use.  HUD  will  grant  funds  to 
recipients  to  defray  the  cost  of 
rehabilitation  of  structures  selected  by 
the  recipients  for  use  in  the  provision  of 
permanent  housing. 

(b)  Amount.  If  an  applicant  meets  the 
matching  share  requirements  at 

§  578.130  of  this  part,  the  maximum 
grant  available  for  rehabilitation  is  the 
lower  of: 

(1)  $200,000;  or 

(2)  The  total  cost  of  the  rehabilitation 
minus  the  applicant's  contribution 
toward  the  cost  of  the  rehabilitation. 

(c)  Increased  grants.  In  areas 
determined  by  HUD  to  have  high 
acquisition  and  rehabilitation  costs. 
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grants  of  more  than  $200,000,  but  not 
more  than  $400,000,  may  be  available. 

(A  list  of  these  geographic  areas  is 
included  in  the  application  package  or  is 
available  from  HUD  Held  offices.)  All 
requirements  for  matching  funds 
described  in  §  578.130  of  this  part  are 
applicable  to  increased  grants. 

§  578.1 12  New  construction  grants. 

(a)  Use.  HUD  will  grant  funds  to 
recipients  to  defray  the  cost  of  new 
construction  of  facilities  for  use  in  the 
provision  of  permanent  housing  where 
the  applicant  demonstrates  that  the 
costs  associated  with  new  construction 
are  substantially  less  than  the  costs 
associated  with  rehabilitation  or  the 
applicant  provides  evidence  of  lack  of 
available  units  that  could  be  acquired 
and  rehabilitated  at  a  cost  less  than  new 
construction. 

(b)  Amount.  If  the  applicant  meets  the 
matching  share  requirements  at 

§  578.130  of  this  part,  the  maximum 
grant  available  for  new  construction  is 
the  lower  of: 

(1)  $200,000:  or 

(2)  The  total  cost  of  the  new 
construction  minus  the  applicant’s 
contribution  toward  the  cost  of  the  new 
construction. 

(c)  Increased  grants.  In  areas 
determined  by  HUD  to  have  high 
acquisition  and  rehabilitation  costs, 
grants  of  more  than  $200,000,  but  not 
more  than  $400,000,  may  be  available. 

(A  list  of  these  geographic  areas  is 
included  in  the  application  package  or  is 
available  from  HUD  field  offices.)  All 
requirements  for  matching  funds 
described  in  §  578.130  of  this  part  are 
applicable  to  increased  grants. 

§  578.1 15  Funding  for  supportive  services 
costs. 

(a)  General.  HUD  will  provide  grants 
to  pay  a  portion  (as  described  in 

§  578.117  of  this  part)  of  the  actual 
supportive  services  costs  of  permanent 
housing. 

(b)  Supportive  services  costs.  Costs 
associated  with  providing  supportive 
services,  approved  by  HUD,  to  residents 
of  permanent  housing  for  the  purpose  of 
maximizing  each  resident's  ability  to 
live  independently  within  a  permanent 
housing  environment  include  salaries 
paid  to  providers  of  supportive  services, 
the  costs  of  conducting  resident 
supportive  services  needs  assessments, 
and  any  other  costs  directly  associated 
with  providing  such  services. 

§  578.1 16  Funding  for  operating  costs. 

(a)  General.  HUD  will  provide  grants 
to  pay  a  portion  (as  described  in 
§  578.117  of  this  part)  of  the  actual 
operating  costs  of  permanent  housing. 


(b)  Operating  costs.  Operating  costs 
are  those  associated  with  the  day-to-day 
operation  of  the  permanent  housing. 

They  include  the  actual  expenses  that  a 
recipient  incurs  for  administration, 
including  staff  salaries  (but  not  salaries 
of  supportive  services  providers  which 
will  be  charged  to  those  categories); 
maintenance;  minor  or  routine  repair; 
repair  and  maintenance  reserve; 
security;  rental,  utilities,  insurance,  fuel, 
furnishings,  and  equipment  costs  for  the 
housing;  and  relocation  assistance  under 
§  578.315  of  this  part,  including 
payments  and  services. 

§  578.1 17  Recipient  share  of  supportive 
services  and  operating  costs. 

(a)  General.  Assistance  for  supportive 
services  and  operating  costs  will  be 
initially  available  for  up  to  75  percent  of 
the  total  cost  for  two  years  and  up  to  50 
percent  of  the  total  cost  for  the  next 
three  years.  Assistance  may  be  renewed 
under  §  578.217  of  this  part  for  a  period 
of  time  not  to  exceed  the  difference 
between  the  initial  funding  period  and 
ten  years  from  the  date  of  initial 
occupancy.  Assistance  during  the 
renewal  period  may  be  for  up  to  the 
lower  of: 

(1)  the  amount  of  assistance  for 
supportive  services  and  operating  costs 
provided  under  this  part  for  the  final 
year  of  the  initial  funding  period 
multiplied  by  the  number  of  years  in  the 
renewal  period;  or 

(2)  50  percent  of  the  total  cost  of 
supportive  services  and  operating  costs 
during  the  renewal  period. 

(b)  Recipient  share.  The  recipient 
must  show  that  it  has  cash  resources  to 
pay  the  percentage  of  the  total  cost  of 
supportive  services  and  operating  costs 
not  funded  by  HUD.  Prior  to  the  start  of 
each  operating  year,  the  recipient  will 
be  required  to  submit  docmnentation 
firmly  establishing  the  availability  of 
cash  resources  to  pay  the  recipient's 
share  of  costs  for  the  upcoming  year.  If 
this  requirement  is  not  met,  HUD  may 
withhold  supportive  services  or 
operating  cost  payments. 

(c)  Commitment  of  grant  amounts. 
Upon  approval  of  an  application  for 
assistance  for  supportive  services  or 
operating  costs,  HUD  will  obligate 
amounts  for  a  period  not  to  exceed  Hve 
operating  years  commencing  on  the  date 
of  initial  occupancy.  The  total  amount 
obligated  will  be  equal  to  an  amount 
necessary  for  five  years  of  operation, 
less  the  recipient’s  share  of  such  costs. 
Each  year,  following  submission  of  the 
recipient's  documentation  of  cash 
resources  to  pay  its  share  of  costs,  HUD 
will  make  cost  payments  to  the  recipient 
for  HUD's  share  of  costs  incurred  that 
year.  The  recipient  may  reapply  for  a 


grant  to  pay  a  portion  of  the  supportive 
services  or  operating  costs  of  the 
permanent  housing  for  a  period  not  to 
exceed  the  difference  between  the  initial 
funding  period  and  ten  years  from  the 
date  of  initial  occupancy.  If  approved  for 
renewal,  the  same  commitment  and 
payment  procedures  will  be  followed  as 
with  the  initial  grant. 

(Approved  by  the  Office  of  Management  and 
Budget  under  OMB  Control  Number  2506- 
0112) 

§  578.1 19  Admlnlstratlva  coats  for  grants. 

(a)  General.  Up  to  five  percent  of  any 
grant  awarded  under  this  part  may  be 
used  for  the  purpose  of  paying  costs  of 
administering  the  assistance. 

(b)  Administrative  costs.  Grant 
administration  costs  include  the  costs 
associated  with  accounting  for  the  use 
of  grant  funds,  preparing  reports  for 
submission  to  HUD,  obtaining  program 
audits,  tracking  clients  to  measure 
program  effectiveness,  and  similar  costs 
related  to  administering  the  grant  after 
the  award.  This  does  not  include  the 
costs  of  carrying  out  activities  eligible 
under  §§  578.105  through  578.116  of  this 
part,  since  those  costs  are  eligible  as 
part  of  such  activities. 

§  578.120  Technical  assistance. 

(a)  General.  HUD  will  set  aside  up  to 
two  percent  of  the  amount  available 
annually  for  the  Supportive  Housing 
Demonstration  program  to  provide 
technical  assistance  under  this  part  and 
part  577  in  the  following  areas; 

(1)  Establishing  housing  facilities; 

(2)  Operating  facilities;  and 

(3)  Providing  or  obtaining  supportive 
services  for  the  residents. 

(b)  Technical  assistance.  Technical 
assistance  is  the  provision  of  skills  or 
knowledge  by  organizations  or 
individuals  to  applicants  (or  prospective 
applicants)  and  recipients  to  help  them 
plan,  develop,  administer,  and/ or 
evaluate  their  permanent  housing 
program  or  speciHc  activities  more 
effectively.  Technical  assistance  also 
includes  the  development,  collection, 
processing,  and  dissemination  of 
program  information  for  local  and 
national  program  management.  The 
assistance  may  include,  but  is  not 
limited  to,  written  information  such  as 
papers,  monographs,  manuals,  guides, 
and  brochures:  person-to-person 
exchanges;  and  training  such  as 
seminars,  classes,  workshops,  and 
meetings. 

(c)  Selection  of  providers.  From  time 
to  time,  as  HUD  determines  the  need, 
HUD  will  advertise  and  competitively 
select  providers  to  deliver  assistance  to 
Supportive  Housing  Demonstration 
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recipients  or  applicants  (or  prospective 
applicants).  HUD  may  enter  into 
contracts,  grants,  or  cooperative 
agreements,  as  appropriate,  to 
implement  the  technical  assistance. 

§  S7t.12S  Umttations  on  use  of 
assistance. 

(a)  Maintenance  of  effort  No 
assistance  received  under  this  part  (or 
any  State  or  local  government  funds 
used  to  supplement  this  assistance)  may 
be  used  to  replace  funds  provided  under 
any  State  or  local  government 
assistance  programs  previously  used,  or 
designated  for  use.  to  assist 
han^capped  persons,  homeless  persons, 
or  handicapped  homeless  persons. 

(b)  Primarily  religious 
organizations — (1)  Provision  of 
assistance,  (i)  HUD  will  provide 
assistance  to  a  recipient  that  will  use  a 
primarily  religious  organization  as  a 
project  sponsor,  if  the  primarily  religious 
organization  agrees  to  provide  housing 
and  supportive  services  in  a  manner  tfiat 
is  h«e  from  religious  influence  and  in 
accordance  widi  the  following 
principles: 

(A)  It  will  not  discriminate  against 
any  employee  or  applicant  for 
employment  on  the  basis  of  religion  and 
will  not  limit  employment  or  give 
preference  in  employment  to  persons  on 
the  basis  of  religion; 

(B)  It  will  not  discriminate  against  any 
person  applying  for  housing  or 
supportive  services  on  the  basis  of 
religion  and  will  not  limit  such  housing 
or  services  or  give  preference  to  persons 
on  the  basis  of  religion; 

(C)  It  will  provide  no  religious 
instruction  or  counseling,  conduct  no 
religious  worship  or  services,  engage  in 
no  religious  proselytizing,  and  exert  no 
other  religious  influence  in  the  provision 
of  housing  and  supportive  services. 

(ii)  HUD  will  provide  assistance  to  a 
recipient  that  will  use  a  primarily 
religious  organization  as  a  project 
sponsor,  only  if  the  assistance  will  not 
be  used  to  acquire  a  structure  to  be 
owned  by  the  project  sponsor  or  to 
rehabilitate  a  structure  owned  by  the 
project  sponsor,  except  as  described  in 
paragraph  (b)(2)  of  this  section. 

(2)  Acquisition  and  rehabilitation  of 
structures  owned  by  primarily  religious 
organizations.  Acquisition  and 
rehabilitation  grants  may  be  used  to 
rehabilitate  a  structure  that  is  owned  by 
a  primarily  religious  organization,  only 
if; 

(i)  The  structure  (or  portion  of  the 
structure)  that  is  to  be  rehabilitated  with 
HUD  assistance  has  been  leased  to  a 
wholly  secular  private  nonproHt 
organization  that  will  serve  as  the 
project  sponsor,  or  to  the  recipient; 


(ii)  The  HUD  assistance  will  be 
provided  to  the  project  sponsor  or  to  the 
recipient  to  make  the  improvements, 
rather  than  to  the  primarily  religious 
organization; 

(iii)  The  leased  structure  will  be  used 
exclusively  for  secular  purposes 
available  to  all  persons  regardless  of 
religions; 

(iv)  The  lease  payments  provided  to 
the  primarily  religious  organization  do 
not  exceed  the  fair  market  rent  of  the 
structure  without  the  rehabilitation; 

(v)  The  cost  of  improvements  that 
benefit  any  portion  of  the  structure  that 
is  not  used  for  the  provision  of 
permanent  housing  assisted  under  this 
Part  will  be  allocated  to  and  paid  for  by 
the  primarily  religious  organization;  and 

(vi)  The  primarily  religious 
organization  agrees  that  if  the  project 
sponsor  or  the  recipient  does  not  retain 
the  use  of  the  leased  premises  for 
wholly  secular  purposes  for  the  useful 
life  of  the  improvements,  the  primarily 
religious  organization  will  pay  an 
amount  equal  to  the  residual  value  of 
improvements  to  the  project  sponsor  or 
recipient  that  will  remit  the  amount  to 
HUD. 

(3)  Assistance  to  a  wholly  secular 
private  nonprofit  organization 
established  by  a  primarily  religious 
organization,  (i)  If  a  primarily  religious 
organization  is  foreclosed  from  direct 
participation  as  a  project  sponsor  under 
the  requirements  set  forth  in  paragraph 
(b)(2)  of  this  section,  the  primarily 
religious  organization  may  establish  a 
wholly  secular  private  nonprofit 
organization  to  serve  as  the  project 
sponsor  under  this  part. 

(A)  The  wholly  secular  organization 
must  agree  to  provide  housing  and 
supportive  services  in  a  manner  that  is 
free  frx)m  religious  influences  and  in 
accordance  with  the  principles  set  forth 
in  paragraph  (b)(l)(i)  of  this  section. 

(B)  The  wholly  secular  organization 
may  enter  into  a  contract  with  the 
primarily  religious  organization  to 
provide  supportive  services  for  the 
project.  In  such  a  case,  the  primarily 
religious  organization  must  agree  in  the 
contract  to  carry  out  its  contractual 
responsibilities  in  a  manner  free  from 
religious  influences  and  in  accordance 
with  the  principles  set  forth  in 
paragraph  (b)(l)(i)  of  this  section. 

(C)  The  acquisition  and  rehabilitation 
grants  are  subject  to  the  requirements  of 
paragraph  (b)(2)  of  this  section. 

(ii)  HUD  will  not  require  the  primarily 
religious  organization  to  establish  the 
wholly  secular  organization  before  the 
selection  of  the  application.  In  such  a 
case,  the  applicant  must  name  the 
wholly  secular  organization  as  the 
project  sponsor  in  the  application.  In 


determining  whether  the  wholly  secular 
organization  is  financially  responsible, 
the  applicant  may  consider  the  primarily 
religious  organization's  financial 
responsibility  and  its  commitment  to 
provide  appropriate  resources  to  the 
project  sponsor  upon  its  formation.  The 
project  sponsor's  capacity  to  provide 
housing  and  supportive  services  to 
handicapped  homeless  persons  may  be 
used  on  the  primarily  religious 
organization's  capacity  and  its 
commitment  to  provide  appropriate 
resources  to  the  project  sponsor  after  its 
formation.  The  requirement  with  regard 
to  site  control,  described  in 
§  578.210(b)(12)  of  this  part,  may  be 
satisfied  if  the  applicant  demonstrates 
that  the  primarily  religious  organization 
has  site  control  and  has  a  commitment 
to  transfer  control  of  the  site  to  the 
recipient  or  the  project  sponsor 
following  selection.  Since  the  wholly 
secular  organization  will  not  be  in 
existence  at  the  time  of  the  application, 
it  will  be  required  to  demonstrate  that  it 
meets  the  definition  of  a  private 
nonprofit  organization,  described  in 
§  578.5  of  this  part.  If  such  an 
application  is  selected  for  funding,  the 
obligation  of  funds  will  be  conditioned 
upon  the  compliance  with  these 
requirements. 

§  578.130  Matching  requirements. 

(a)  General.  The  recipient  must  match 
the  funding  provided  by  HUD  for  grants 
for  acquisition,  rehabilitation,  and  new 
construction  with  an  equal  amount  of 
resources  from  non-Federal  sources. 
(Funds  from  Community  Development 
Block  Grants  and  Community  Services 
Block  Grants  are  considered  non- 
Federal  sources.) 

(b)  Cash  resources.  The  matching 
calculation  may  include  cash  resources 
provided  to  the  permanent  housing  by 
the  recipient,  local  governments,  private 
resources,  and  resident  rent. 

(c)  "In-kind”  contributions.  The 
matching  calculation  may  include  the 
following  “in-kind”  contributions: 

(1)  Time  and  services  contributed  by 
volunteers  to  carry  out  the  permanent 
housing  program  at  the  value  of  $10  an 
hour,  except  that  donated  professional 
services  (/.e.,  services  ordinarily 
performed  by  donors  for  payment,  such 
as  services  of  health  care  professionals, 
that  are  equivalent  to  services  they 
provide  in  their  occupations)  may  be 
counted  at  the  customary  charge  for  the 
services  provided; 

(2)  The  value  of  contributions  of 
materials  or  contributions  of  existing 
structures,  or  parts  of  structures,  in  the 
following  manner 
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(i)  Contributions  of  materials  and 
supplies: 

(ii)  A  contribution  of  a  fee  ownership 
in  a  structure,  to  the  extent  of  the  fair 
market  value  of  the  structure  or  portion 
of  the  structure  to  be  used  for  permanent 
housing,  except  to  the  extent  funds 
under  this  part  are  not  being  used  to 
finance  acquisition  of  the  structure;  and 

(iii)  A  contribution  of  a  leasehold 
interest  in  a  structure,  to  the  extent  of 
the  fair  rental  value  of  the  structure  or 
portion  of  the  structure  to  be  used  for 
permanent  housing,  except  to  the  extent 
funds  under  this  part  are  not  being  used 
to  finance  lease  payments  for  the 
structure. 

(d)  Maintenance  of  effort.  State  or 
local  government  funds  used  in  the 
matching  contribution  are  subject  to  the 
maintenance  of  effort  requirements 
described  at  §  578.125(a)  of  this  part. 

§  578.135  Assistance  under  other  HUD 
programs. 

(a)  Supplemental  assistance.  HUD 
will  permit  recipients  to  use  any 
assistance  that  may  be  awarded  under 
the  Emergency  Shelter  Grants  program 
(24  CFR  part  576)  or  Supplemental 
Assistance  for  Fadbties  to  Assist  the 
Homeless  program  (24  CFR  part  579)  in 
conjunction  with  assistance  awarded 
under  this  part. 

(b)  Ineligible  projects.  HUD  will  not 
assist  a  project  under  this  part  if  the 
project  involves  a  structure  that  is 
assisted,  or  residents  of  the  structure 
will  receive  assistance,  imder  the  U.S. 
Housing  Act  of  1937;  section  202  of  the 
Housing  Act  of  1959;  section  221(d)(3) 
(BMIR)  or  section  236  of  the  National 
Housing  Act;  section  101  of  the  Housing 
and  Urban  Development  Act;  section 
811  of  the  National  Affordable  Housing 
Act;  or  subtitle  F,  title  IV  of  the  Stewart 
B.  McKinney  Homeless  Assistance  Act. 

(c)  HUD-owned properties.  (1)  HUD 
will  make  HUD-owned  single  family 
properties  in  its  inventory  available  to 
applicants  or  potential  applicants  for 
acquisition  grants  to  purchase  for  use  as 
permanent  housing  for  handicapped 
homeless  persons.  To  obtain  these 
properties,  applicants  may  request  a 
listing  of  available  properties  from  the 
HUD  field  office.  Property  Disposition 
Branch.  If  an  applicant  wishes  to 
purchase  a  property  or  properties,  it 
must  enter  into  a  lease-option  agreement 
with  HUD.  Under  the  terms  of  the 
agreement,  HUD  will  lease  the  property 
to  the  applicant  for  up  to  six  months  for 
one  dollar.  The  lease-option  agreement 
will  state  that  the  applicant  may 
purchase  the  property  at  a  stated  price 
during  the  lease  period.  Except  as 
provided  in  paragraph  (c)(2]  of  this 
section,  an  applicant  leasing  property 


under  this  section  may  not  sublease  or 
otherwise  occupy  the  property  until 
after  closing  of  the  sale.  During  the  lease 
period,  applicants  will  be  responsible 
for  all  taxes,  utilities,  and  maintenance, 
excluding  hazard  insurance.  Applicants 
demonstrating  a  lease-option  agreement 
at  the  time  their  application  for 
assistance  is  filed  will  be  regarded  as 
having  site  control  of  the  property  under 
§  578.210(b)(12]  of  this  part  If  the  option 
is  not  exercised,  the  lease-option 
agreement  will  expire  at  the  end  of  six 
months,  and  the  property  will  be 
returned  to  HDD’s  inventory,  unless  an 
extension  of  time  is  authorized  by  HUD. 

(2)  An  applicant  may  be  allowed  to 
sublease  the  property  to  the  homeless 
while  its  application  for  assistance 
under  this  part  is  pending  if  the 
applicant  demonstrates  to  HUD’s 
satisfaction  that  it  has  the  ability,  in  the 
event  its  application  is  not  approved,  to 
continue  in  a  lease  arrangement  with 
HUD  beyond  the  six-month  lease  term 
imder  the  requirements  of  subpart  E  of 
24  CFR  part  291. 

Subpart  C— Comprehensive  Housing 
Affordability  Strategy 

§  578.150  Comprehensive  housing 
affordability  strategy. 

(a)  State  applicants.  Assistance  may 
not  be  made  available  under  this  part  to 
a  State,  State  housing  finance  agency,  or 
other  State  agency  unless  the  applicant 
has  submitted  certifications,  by  the 
official  responsible  for  submitting  the 
Comprehensive  Housing  Affordability 
Strategy,  that  the  proposed  activities  are 
consistent  with  the  housing  strategy  and 
that  the  jurisdiction  is  following  its 
HUD-approved  CHAS. 

(b)  Indian  tribes.  (1)  Before  October  1, 
1992,  assistance  may  not  be  made 
available  under  this  part  to  an  Indian 
tribe  unless  the  tribe  has  either: 

(1)  Submitted  a  certification  of 
consistency  with  a  biennial 
Comprehensive  Homeless  Assistance 
Plan  (CHAP),  as  described  in  24  CFR 
part  90.  which  was  approved  by  HUD 
during  Fiscal  Year  1991,  and  a 
certification  that  it  is  following  the 
CHAP;  or 

(ii)  Completed  an  application  form 
that  demonstrates  how  the  proposed 
project  will  contribute  to  a 
comprehensive  approach  for  expanding 
the  supply  of  affordable  housing  within 
the  tribe’s  jurisdiction,  and  submitted  a 
certification  that  the  tribe  is  following 
the  strategy  outlined  in  the  application. 

(2)  After  October  1, 1992,  assistance 
may  not  be  made  available  under  this 
part  unless  the  tribe  has  completed  an 
application  form  that  demonstrates  how 
the  proposed  project  will  contribute  to  a 


comprehensive  approach  for  expanding 
the  supply  of  affordable  housing  within 
the  tribe’s  jurisdiction,  and  submitted  a 
certification  that  the  tribe  is  following 
the  strategy  outlined  in  the  application. 

Subpart  D— Application  and  Selection 
Process 

§  578.200  Notice  of  fund  avaHabNIty. 

When  funds  are  made  available  for 
assistance  for  permanent  housing.  HUD 
will  publish  a  notice  of  fund  availability 
in  the  Federal  Register  in  accordance 
with  the  requirements  of  24  CFR  part  12. 
The  notice  will: 

(a)  Give  the  location  for  obtaining 
application  packages,  which  will 
provide  specific  application 
requirements  and  guidance; 

(b)  Specify  the  time  and  the  place  for 
submitting  completed  applications; 

(c)  State  the  amount  and  status  of 
funding  available  under  the  notice: 

(d)  Describe  the  factors  relative  to 
each  ranking  criterion  contained  in 

§  578.215  of  this  part,  and  indicate  the 
weight  or  relative  importance  of  the 
ranking  criteria  as  they  will  be  applied 
to  the  funding  round  announced  in  the 
notice; 

(e)  Specify  the  timing  and  conditions 
for  curing  technical  deficiencies  in  a 
reviewed  application: 

(f)  Provide  a  checklist  of  application 
submission  requirements,  including 
certifications; 

(g)  Announce  any  separate  funding 
competitions  under  §  578.205(b)  of  this 
part,  including  the  categories  of 
permanent  housing  projects  that  will  be 
subject  to  the  separate  funding 
competitions  and  the  amount  of  funding 
available  in  each  funding  category;  and 

(h)  Provide  other  appropriate  program 
information  and  guidance,  including 
purpose,  authority,  and  eligibility. 

§  578.205  Selection  process. 

(a)  Selection  process.  The  selection 
process  for  assistance  under  this  Part 
consists  of  the  following  stages: 

(1)  Reviewing  applications  for 
eligibility  (see  §  578.210  of  this  part): 

(2)  Ranking  applications  (see  §  578,215 
of  this  part): 

(3)  Final  selection  (see  §  578.225  of 
this  part). 

(b)  Prohibition  of  disclosure  of 
selection  information.  The  selection 
process  for  assistance  under  this  part  is 
subject  to  the  prohibition  of  covered 
selection  information  regarding  the 
selection  process,  as  described  in  24 
CFR  part  4.  Applicants  for  or  recipients 
of  assistance  who  have  received 
covered  selection  information  may  be 
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subject  to  sanctions,  as  determined  to  be 
appropriate. 

S  578.210  Application  requirements. 

(a)  Application.  To  be  considered  for 
assistance  under  this  part,  applications 
for  assistance  must  be  Hied  in  the  form 
prescribed  by  HUD  under  this  section, 
must  meet  the  requirements  of  this  part, 
and  must  be  submitted  within  the  time 
period  established  by  HUD  in  the  notice 
of  funds  availability  under  §  578.200  of 
this  part.  HUD  reserves  the  right  to 
reject  applications  where  the  applicant 
or  project  sponsor  has  an  outstanding 
obligation  to  HUD  that  is  in  arrears  or 
for  which  a  payment  schedule  has  not 
been  agreed  to,  or  whose  response  to  an 
audit  finding  is  overdue  or 
imsatisfactory. 

(b)  Application  contents.  At  a 
minimum,  HUD  will  require  applications 
to  contain: 

(1)  Project  sponsor  data,  including 
identity,  description  of  past  experience, 
and  information  on  eligibility  to  receive 
assistance  and  financial  responsibility. 
Where  the  project  sponsor  is  a  private 
nonprofit  organization,  the  applicant 
must  demonstrate  that  the  project 
sponsor  has  been  approved  by  an 
authorized  official  of  the  State  as  to 
financial  responsibility. 

(2)  The  type  or  types  of  assistance 
requested  and  the  amount  of  funds 
requested  for  each  type. 

(3)  A  description  of  the  proposed 
project,  including  information  regarding: 

(i)  The  property  to  be  used,  any 
proposed  acquisition,  rehabilitation,  or 
new  construction,  and  the  estimated 
costs  of  those  activities  and  how 
permanent  housing  fimds  are  proposed 
to  be  used;  the  estimated  value,  as 
determined  by  an  appraisal,  of  the 
structure  if  the  fair  market  value  of  the 
structure  is  to  be  used  as  a  source  of 
matching  funds,  or  the  estimated  value, 
as  determined  by  an  appraisal,  of  the 
fair  rental  value  of  the  structure  if  that 
value  is  to  be  used  as  a  source  of 
matching  funds; 

(ii)  The  supportive  services  to  be 
offered  to  the  residents  and  the  method 
by  which  such  services  will  be  provided, 
and  plans  for  monitoring  and  evaluating 
such  services;  and 

(iii)  An  estimated  annual  cash  budget 
of  operating  costs  and  supportive 
services  costs  for  a  5-year  period. 

(4)  A  description  of  the  characteristics 
(to  include  racial  and  ethnic  data)  of  the 
handicapped  homeless  population  that 
will  occupy  the  permanent  housing  and 
the  number  of  individuals  proposed  to 
be  served. 

(5)  An  assessment  of  how  the 
proposed  permanent  housing  would 


meet  the  needs  of  handicapped 
homeless  persons  in  the  State. 

(6)  Evidence  of  the  public  and  private 
resources  expected  to  be  made  available 
to  meet  the  recipient  share  and  matching 
requirements  of  §§  578.117  and  578.130 
of  this  part. 

(7)  A  certification  fi'om  the  public 
official  responsible  for  submitting  the 
Housing  Affordability  Strategy, 
described  in  §  578.150  of  this  part, 
stating  that  the  proposed  project  is 
consistent  with  the  applicable  housing 
strategy. 

(8)  For  applications  requesting  grants 
for  acquisition,  rehabilitation,  or  new 
construction,  an  assurance  satisfactory 
to  HUD  that  the  project  will  be  operated 
for  not  less  than  10  years  for  the  purpose 
specified  in  the  application. 

(9)  For  applications  requesting  grants 
for  operating  costs  or  supportive 
services  costs  but  not  for  acquisition, 
rehabilitation,  or  new  construction,  an 
assurance  satisfactory  to  HUD  that  the 
permanent  housing  will  be  operated  for 
the  purpose  specified  in  the  application 
for  ffie  year  for  which  such  assistance  is 
provided. 

(10)  A  letter  of  participation  from  an 
authorized  official  of  the  applicant 
containing  assurances  that  the  applicant 
will  promptly  transmit  assistance  to  the 
project  sponsor  and  will  facilitate  the 
provision  of  necessary  supportive 
services  to  the  residents  of  the  project. 

(11)  A  designation  of  the  State  (or 
tribal)  agency  responsible  for  the 
provision  of  services  to  handicapped 
persons  that  will  assist  the  applicant  in 
fulfilling  the  applicant’s  responsibilities 
under  this  part. 

(12)  Evidence  that  the  applicant  or 
project  sponsor  has  control  of  the  site  or 
sites  involved  (/.e.,  deed  or  other  proof 
of  ownership,  lease,  option  to  purchase 
or  lease),  or  reasonable  assurance  that 
the  applicant  or  project  sponsor  will 
have  control  of  ffie  site  or  sites  not  later 
than  6  months  after  notification  of  a 
grant.  “Reasonable  assurances"  must  be 
satisfied  by  identification  of  a  suitable 
site  and  evidence  that  the  applicant  or 
project  sponsor  is  engaged  in 
negotiations  for  the  purpose  of  gaining 
control  of  the  identified  site. 

(13)  Evidence  that  the  resources  to 
carry  out  permanent  housing  assisted 
activities  will  be  available,  and 
evidence  that  resources  are  available  to 
carry  out  activities  that  are  not 
permanent  housing  assisted  but  are 
essential  to  the  acquisition, 
rehabilitation,  or  new  construction  of 
any  facility  that  will  contain  permanent 
housing  assisted  programs. 

(14)  (i)  A  written  statement  fi'om  the 
unit  of  general  local  government  in 
which  the  permanent  housing  is 


proposed  to  be  located  that  the 
proposed  use  of  the  site  is  permissible 
under  applicable  zoning  ordinances  and 
regulations  or  other  evidence  that  the 
use  of  the  project  site  is  permissible 
imder  applicable  zoning  ordinances  and 
regulations;  (ii)  or  a  statement  from  the 
applicant  describing  the  proposed 
actions  necessary  to  make  the  use  of  the 
site  permissible  under  applicable  zoning 
ordinances  and  regulations,  with 
evidence  that  there  is  a  reasonable  basis 
to  believe  that  the  proposed  zoning 
actions  will  be  completed  successfully 
and  within  4  months  following 
submission  of  the  application;  (iii)  or 
proof  that  a  lawsuit  or  a  HUD  complaint 
related  to  the  proposed  site  has  been 
filed  challenging  the  legality  of  current 
zoning  ordinances  or  regulations  under 
the  Fair  Housing  Act. 

(15)  An  assurance  that  the  applicant 
as  the  State  will  assume  all  the 
environmental  review  responsibility  that 
would  otherwise  be  performed  by  HUD 
imder  24  CFR  part  50  as  the  responsible 
Federal  official  under  the  National 
Environmental  Policy  Act  of  1969 
(NEPA)  and  related  authorities  (see 

§  578.220  of  this  part  for  a  full  discussion 
of  the  environmental  review 
requirements  for  applicants  under  this 
part). 

(16)  If  the  applicant  plans  to  provide 
family  violence  prevention  or  treatment 
services  with  assistance  under  this  part, 
a  certification  that  the  applicant  will 
develop  and  implement  procedures  to 
ensure  confidentiality  of  records 
pertaining  to  any  individual  receiving 
such  services,  and  that  it  will  not  make 
public  the  address  or  location  of  any 
permanent  housing  used  as  a  family 
violence  shelter  without  the  written 
authorization  of  the  person  or  persons 
responsible  for  the  operation  of  the 
facility. 

(17)  For  applications  requesting  grants 
for  acquisition,  rehabilitation,  or  new 
construction,  evidence  that  the  proposed 
sites  are  accessible  to  supportive 
services  and  transportation. 

(18)  Other  certifications,  information, 
or  data  as  prescribed  by  HUD  in  the 
application  package,  including 
disclosures  required  by  24  CFR  part  12. 

(c)  Waiver  of  site  control.  HUD  may 
waive,  on  a  case-by-case  basis,  the 
requirement  that  the  applicant  have  site 
control  where: 

(1)  The  homeless  families  or 
individuals  served  own  or  control,  or 
will  eventually  own  or  control,  the  site; 

(2)  The  applicant  does  not  request 
funds  for  acquisition,  rehabilitation,  or 
new  construction; 

(3)  The  applicant  commits  to  provide 
comprehensive  supportive  services 
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appropriate  to  the  needs  of  the 
population  to  be  served;  and 

(4)  The  applicant  commits  to  begin 
providing  assistance  to  at  least  one 
homeless  family  or  individual  within  60 
days  of  the  date  of  execution  of  the 
grant  agreement  by  HUD. 

(Approved  by  the  Office  of  Management  and 
Budget  under  OMB  Control  Nunil^r  2506- 
0112.) 

§  578.215  Ranking  criterta  for  applicants. 

(a)  In  general.  Applications  will  be 
assigned  a  rating  score  and  placed  in 
ranked  order,  based  upon  the  criteria 
described  in  paragraph  (b)  of  this 
section  and  described  in  more  detail  in 
the  Notice  of  Funds  Availability 
published  in  the  Federal  Register  at  the 
beginning  of  each  program  funding 
round. 

(b)  Criteria.  HUD  will  award  points 
and  rank  applications  for  assistance 
based  on  the  following  criteria: 

(1)  Project  sponsor  capacity; 

(2)  Innovative  quality  of  proposal; 

(3}  Need  for  permanent  housing  in  the 
area  to  be  served; 

(4)  Delivery  of  supportive  services; 

(5)  Matching  resources  for  acquisition, 
rehabilitation,  or  new  construction  in 
excess  of  the  required  minimum; 

(6)  Recipient  share  of  supportive 
services  and  operating  costs  in  excess  of 
the  required  minimum; 

(7)  Cost  effectiveness; 

(8)  Project  quality; 

(9)  Other  criteria  as  determined  by  the 
Secretary. 

§  578.217  Application  and  aelaction 
proceaa  for  ranawai  grants. 

(a)  General.  To  be  considered  for 
renewal  funding  for  operating  costs  and 
supportive  services,  recipients  must 
submit  a  request  for  such  funding,  in  the 
form  speciBed  by  HUD,  to  the  local 
HUD  field  office  serving  the  area  in 
which  the  permanent  housing  is  located. 
In  order  to  assure  the  imintemipted  flow 
of  supportive  services  and  operating 
funds  to  recipients,  the  request  must  be 
submitted  within  three  months  after  the 
start  of  the  recipient's  final  operating 
year  of  funding  under  the  initial  grant. 

(b)  HUD  review.  Staff  in  the  local 
HUD  field  office  in  which  the  permanent 
housing  is  located  will  evaluate  the 
recipient's  performance  in  the  previous 
year(s)  against  the  plans  projected,  and 
committed  to,  in  the  initial  application 
for  assistance,  as  amended.  In 
particular,  HUD  will  consider  whether 
the  recipient  is  serving  a  homeless 
population,  whether  the  recipient  has 
shown  adequate  progress  as  evidenced 
by  the  timely  expenditure  of  funds,  and 
whether  the  recipient  has  a  successful 
record  of  maximizing  each  resident's 


ability  to  live  independently  within  the 
permanent  housing.  In  determining  the 
recipient's  success  in  maximizing  each 
resident's  ability  to  live  independently, 
consideration  will  be  given  to  the  level 
and  type  of  problems  of  residents  and 
the  services  that  have  been  provided  in 
response  to  these  problems.  HUD  will 
also  review  the  proposed  budget  for  the 
renewal  period  and  documentation  for 
the  recipient's  share  of  costs  for  the 
initial  renewal  year. 

§  578.220  Environmental  review. 

(a)  Generally.  (1)  The  environmental 
effects  of  each  application  must  be 
assessed  in  accordance  with  the 
provisions  of  the  National 
Environmental  PoUcy  Act  of  1969 
(NEPA)  (42  U.S.C.  4321)  and  related 
environmental  laws  and  authorities 
listed  in  HUD's  implementing 
regulations  in  24  CFR  part  58. 

(2)  Environmental  regulations  provide 
for  certain  categorical  exclusions  under 
NEPA  and  set  conditions  under  which 
excluded  activities  may  be  determined 
exempt  from  all  environmental  review 
requirements.  In  cases  where  proposed 
assistance  and  matching  contributions 
solely  involve  operating  costs  for 
facilities  or  the  provisions  of  supportive 
services,  and  the  structures  and  sites 
involved  in  the  permanent  housing  meet 
the  program  requirements  of  this  part 
these  activities  are  categorically 
excluded  by  regulation  and  may  be 
determined  fully  exempt  from 
environmental  review. 

[h]  Responsibility  for  review.  (1) 
Applicants  must  assume  responsibility 
for  environmental  review, 
decisionmaking,  and  action  for  each 
application  for  assistance,  in 
accordance  with  the  procedural 
provisions  of  the  NEPA  and  related 
enviromnental  laws  and  authorities 
defined  in  HUD’s  implementing 
regulations  in  24  CFR  part  58. 

(2)  An  applicant  must  include  in  its 
application  an  assurance  that  the 
applicant  will  assume  all  the 
environmental  review  responsibility  that 
would  otherwise  be  performed  by  HUD 
as  the  responsible  Federal  official  imder 
NEPA  and  related  authorities  listed  in 
24  CFR  58.5,  including  acceptance  of 
jurisdiction  of  the  Federal  courts. 

(3)  The  assumption  of  legal 
responsibility  by  applicants  does  not 
preclude  the  ap^icant's  arranging  for 
the  conduct  of  technical  reviews  by 
cooperating  local  governments  having 
an  established  technical  capability,  e.g., 
metropolitan  cities  in  which  the  project 
is  proposed  to  be  located.  The  apj^icant 
under  such  arrangements  must 
independently  evaluate  information 
submitted  and  assume  responsibility  for 


its  accuracy,  scope,  and  content;  meet 
legal  requirements  attached  to  the 
Release  of  Fimds  by  HUD;  determine  the 
completeness  of  the  review;  meet  any 
requirements  for  consultation,  as 
applicable,  under  24  CFR  58.5 
authorities;  and  assure  the  completion  of 
any  mitigation  measures  resulting  from 
technical  review  or  from  State 
consultations.  ITie  arrangements 
described  in  this  paragraph  are  in 
addition  to  the  ability  of  the  applicant  to 
adopt  relevant  and  adequate  prior 
reviews  conducted  by  HUD  or  another 
governmental  entity  if  the  reviews  meet 
the  particular  requirements  of  the 
Federal  environmental  law  or  authority 
under  which  they  would  be  adopted, 
and  only  imder  certain  conditions  (e.g..  a 
determination  that  no  environmentally 
significant  changes  have  occurred  since 
the  review  was  done). 

(c)  Timing  of  review  process  and 
restriction  on  release  of  funds.  (1)  An 
applicant  need  not  complete  the  review 
until  a  reasonable  time  after  HUD  has 
approved  the  application.  In  such  cases, 
the  award  is  subject  to  completion  of  the 
environmental  responsibilities  set  out  in 
24  CFR  part  58  within  a  reasonable  time 
period  after  notification  of  the  award. 
(This  provision  does  not  preclude  the 
applicant  ffom  enclosing  its 
environmental  certification  and  Request 
for  the  Release  of  Funds  with  its 
application.) 

(2)  Upon  completion  of  the 
requirements  in  part  58  of  this  title, 
applicants  must  certify  the  completion 
and  submit  a  Request  for  Release  of 
Funds.  This  submission  is  not  required 

in  cases  in  which  the  applicant  _ 

determines  in  accordance  with  24  CFR 
5824(a)  (1)-{10)  that  its  program 
components  are  totally  exempt. 

(3)  HUD  will  not  release  funds  for  a 
permanent  housing  project  if  the 
recipient,  project  sponsor,  or  any  other 
party  commits  permanent  housing  funds 
(/.e..  incurs  any  costs  or  expenditures  to 
be  paid  or  reimbursed  with  such  funds) 
before  the  grantee  submits  and  HUD 
approves  its  Request  for  Release  of 
Funds  (when  such  submission  is 
required). 

(d)  Location  of  permanent  housing  in 
floodplains.  Applications  for  permanent 
housing  that  is  to  be  acquired, 
rehabilitated,  or  assisted  with 
permanent  housing  funds  and  that  is 
located  in  any  100-year  floodplain,  as 
designated  by  the  Federal  Emergency 
Management  Agency  (FEMA),  are 
subject  to  the  floodplain  review 
requirements  of  Executive  Order  11988, 
Floodplain  Management  (May  24. 1977). 
Executive  Order  11988  review,  as 
referenced  under  part  58  of  this  title,  is 
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to  be  performed  during  the 
environmental  review. 

(Approved  by  the  O^ice  of  Management  and 
Budget  under  OMB  Control  Number  250&- 
0112) 

S  578.225  Final  Miection. 

(a)  Selection  for  funding.  In  the  final 
stage  of  the  selection  process,  the 
highest-ranked  applications  will  be 
selected  for  funding  in  accordance  with 
their  ranked  order  to  the  extent  funds 
are  available,  as  determined  under 

S  578.215  of  this  title. 

(b)  Ties  between  applicants.  In  the 
event  of  a  tie  between  applicants,  HUD 
will  use  delivery  of  supportive  services 
and  the  need  for  the  project  to 
determine  which  application  should  be 
selected  for  funding. 

(c)  Procedural  errors.  If  HUD  makes  a 
procedural  error  in  a  funding 
competition  that,  when  corrected,  would 
result  in  awarding  sufficient  points  to 
warrant  funding  of  an  otherwise  eligible 
applicant,  HUD  will  award  a  grant  as 
sufficient  funds  become  available. 

Subpart  E— Program  Requirements 

§  578.300  Grant  agreement 

(a)  General.  The  duty  to  provide 
permanent  housing  in  accordance  with 
the  requirements  of  this  part  will  be 
incorporated  in  a  grant  agreement 
executed  by  HUD  and  the  recipient. 

(b)  Enforcement.  HUD  will  enforce  the 
obligations  in  the  grant  agreement 
through  such  action  as  may  be 
appropriate., 

§  578.305  General  operation. 

(a)  State  and  local  requirements.  Each 
recipient  of  assistance  under  this  part 
must  provide  safe  and  sanitary  housing 
that  is  in  compliance  with  all  applicable 
State  and  local  housing  codes,  licensing 
requirements,  and  any  other 
requirements  in  the  jurisdiction  in  which 
the  housing  is  located  regarding  the 
condition  of  the  structure  and  the 
operation  of  the  housing. 

(b)  Habitability  standards.  Except  for 
such  variations  as  are  proposed  by  the 
locality  and  approved  by  HUD, 
permanent  housing  must  meet  the 
following  requirements: 

(1)  Structure  and  materials.  The 
structures  must  be  structurally  sound  so 
as  not  to  pose  any  threat  to  the  health 
and  safety  of  the  occupants  and  so  as  to 
protect  the  residents  from  the 
environment. 

(2)  Access.  The  housing  must  be 
accessible  and  capable  of  being  utilized 
without  unauthorized  use  of  other 
private  properties.  Structures  must 
provide  alternate  means  of  egress  in 
case  of  fire. 


(3)  Space  and  security.  Each  resident 
must  be  afforded  adequate  space  and 
security  for  themselves  and  their 
belongings.  Each  resident  must  be 
provided  an  acceptable  place  to  sleep. 

(4)  Interior  air  quality.  Every  room  or 
space  must  be  provided  with  natural  or 
mechanical  ventilation.  Structures  must 
be  free  of  pollutants  in  the  air  at  levels 
that  threaten  the  health  of  residents. 

(5)  Water  supply.  The  water  supply 
must  be  free  from  contamination. 

(6)  Sanitary  facilities.  Residents  must 
have  access  to  sufficient  sanitary 
facilities  that  are  in  proper  operating 
condition,  may  be  used  in  privacy,  and 
are  adequate  for  personal  cleanliness 
and  the  disposal  of  human  waste. 

(7)  Thermal  environment.  The  housing 
must  have  adequate  heating  and/or 
cooling  facilities  in  proper  operating 
condition. 

(8)  Illumination  and  electricity.  The 
housing  must  have  adequate  natural  or 
artificial  illumination  to  permit  normal 
indoor  activities  and  to  support  the 
health  and  safety  of  residents.  Sufficient 
electrical  sources  must  be  provided  to 
permit  use  of  essential  electrical 
appliances  while  assuring  safety  from 
fire. 

(9)  Food  preparation  and  refuse 
disposal.  All  food  preparation  areas 
must  contain  suitable  space  and 
equipment  to  store,  prepare,  and  serve 
food  in  a  sanitary  manner. 

(10)  Sanitary  condition.  The  housing 
and  any  equipment  must  be  maintained 
in  sanitary  condition. 

(c)  Meals.  Each  recipient  of  assistance 
under  this  part  must  provide  meals  or 
meal  preparation  facilities  for  residents. 

(d)  Ongoing  assessment  of  supportive 
services.  Each  recipient  of  assistance 
under  this  part  must  conduct  an  ongoing 
assessment  of  the  supportive  services 
required  by  the  residents  of  the  project 
and  make  adjustments  as  appropriate. 

(e)  Residential  supervision.  Each 
recipient  of  assistance  under  this  part 
must  provide  any  residential  supervision 
determined  by  HUD  as  necessary  to 
facilitate  the  adequate  provision  of 
supportive  services  to  the  residents  of 
the  housing  throughout  the  term  of  the 
commitment  to  operate  permanent 
housing.  Residential  supervision  may 
include  the  employment  of  a  full-  or 
part-time  residential  supervisor  with 
sufficient  knowledge  to  provide  or  to 
supervise  the  provision  of  supportive 
services  to  the  residents. 

(f)  Records  and  reports.  Each  recipient 
of  assistance  under  this  part  must  keep 
any  records  and  make  any  reports 
(including  those  pertaining  to  race, 
ethnicity,  gender,  and  handicap  status 
data)  that  HUD  may  require  within  the 
timeframe  required. 


(g)  Annual  assurances.  Recipients 
who  receive  assistance  only  for 
operating  costs  or  supportive  services 
costs  must  provide  an  annual  assurance 
for  each  year  such  assistance  is  received 
that  the  project  will  be  operated  for  the 
purpose  specified  in  the  application. 

(Approved  by  the  Office  of  Management  and 
Budget  under  OMB  Control  number  2506- 
0112) 

§  578.310  Term  of  commitment; 
repayment  of  grants;  conversion  of 
advances  to  grants. 

(a)  General.  All  recipients  receiving 
assistance  for  acquisition,  rehabilitation, 
or  new  construction  must  agree  to 
operate  the  permanent  housing  in 
accordance  with  this  part  for  a  term  of 
at  least  10  years  from  the  date  of  initial 
occupancy. 

(b)  Repayment  of  grant.  If  the  facility 
is  not  operated  as  permanent  housing 
for  10  years  following  the  date  of  initial 
occupancy,  HUD  may  require  repayment 
of  all  or  part  of  the  grant  used  for 
acquisition,  rehabilitation,  or  new 
construction.  In  order  to  make  this 
determination,  HUD  will  review 
documentation  submitted  by  the 
recipient  describing  why  the  facility  will 
not  continue  to  be  used  for  permanent 
housing,  what  the  new  use  of  the  facility 
will  be,  whether  an  alternative  site  has 
been  identified,  and  any  other 
information  HUD  should  consider. 

(c)  Prevention  of  undue  benefits.  If  a 
facility  acquired,  rehabilitated,  or  newly 
constructed  with  funds  under  this  part  is 
sold  or  otherwise  disposed  of  during  the 
20-year  period  following  the  date  of 
initial  occupancy,  all  proceeds  from  the 
sale  or  disposition  should  be  used  to 
provide  supportive  housing  or  for  the 
direct  benefit  of  low  income  persons. 
Any  other  proposed  use  of  sale  proceeds 
must  be  submitted  to  HUD  with 
appropriate  documentation  for  a 
determination  whether  repayment  of  all 
or  a  portion  of  the  grant  will  be  required 
to  prevent  undue  benefits  to  the 
recipient. 

(d)  Conversion  of  advances  to  grants. 
All  acquisition  and  rehabilitation 
advances  awarded  under  this  part 
before  [/nsert  effective  date  of  rule]  are 
converted  to  grants,  which  are  subject  to 
the  provisions  of  paragraphs  (b)  and  (c) 
of  this  section. 

§  578.315  Displacement,  relocation,  and 
acquisition. 

(a)  Minimizing  displacement. 
Consistent  with  the  other  goals  and 
objectives  of  this  part,  recipients  and 
project  sponsors  must  assure  that  they 
have  taken  all  reasonable  steps  to 
minimize  the  displacement  of  persons 
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(families,  individuals,  businesses, 
nonprofit  organizations,  and  farms)  as  a 
result  of  permanent  housing  assisted 
under  this  part. 

(b)  Relocation  assistance  for 
displaced  persons.  A  displaced  person 
(defined  in  paragraph  (f)  of  this  section) 
must  be  provided  relocation  assistance 
at  the  levels  described  in,  and  in 
accordance  with,  the  requirements  of 
the  Uniform  Relocation  Assistance  and 
Real  Property  Acquisition  Policies  Act 
of  1970  (URA)  (42  U..S.C.  4601-4655)  and 
implementing  regulations  at  49  CFR  part 
24. 

(c)  Real  property  acquisition 
requirements.  The  acquisition  of  real 
property  for  a  permanent  housing 
project  is  subject  to  the  URA  and  the 
requirements  described  in  49  CFR  part 
24,  subpart  B. 

(d)  Responsibility  of  recipient.  (1)  The 
recipient  must  certify  [i.e.,  provide 
assurance  of  compliance)  that  it  will 
comply  with  the  URA,  the  regulations  at 
49  CFR  part  24,  and  the  requirements  of 
this  section,  and  must  ensure  such 
compliance  notwithstanding  any  third 
party’s  contractual  obligation  to  the 
recipient  to  comply  with  these 
provisions. 

(2)  The  cost  of  required  relocation 
assistance  is  an  eligible  project  cost  in 
the  same  manner  and  to  the  same  extent 
as  other  project  costs.  Such  costs  also 
may  be  paid  for  with  local  public  funds 
or  funds  available  from  other  sources. 

(3)  The  recipient  must  maintain 
records  in  sufficient  detail  to 
demonstrate  compliance  with  provisions 
of  this  section. 

(e)  Appeals.  A  person  who  disagrees 
with  the  recipient’s  determination 
concerning  whether  the  person  qualifies 
as  a  “displaced  person,”  or  the  amount 
of  relocation  assistance  for  which  the 
person  is  eligible,  may  Hie  a  written 
appeal  of  that  determination  with  the 
recipient.  A  low-income  person  who  is 
dissatisfied  with  the  recipient’s 
determination  on  his  or  her  appeal  may 
submit  a  written  request  for  review  of 
that  determination  to  the  HUD  field 
office. 

(f)  Definition  of  displaced  person.  (1) 
For  purposes  of  this  section,  the  term 
"displaced  person”  means  a  person 
(family,  individual,  business,  nonprofit 
organization,  or  farm)  that  moves  from 
real  property,  or  moves  personal 
property  from  real  property  permanently 
as  a  direct  result  of  acquisition, 
rehabilitation,  or  demolition  for  a 
permanent  housing  project  assisted 
under  this  part.  This  includes  any 
permanent,  involuntary  move  for  an 
assisted  project,  including  any 
permanent  move  from  the  real  property 
that  is  made: 


(1)  After  notice  by  the  recipient, 
project  sponsor,  or  property  owner  to 
move  permanently  from  the  property,  if 
the  move  occurs  on  or  after  the  date  that 
the  recipient  submits  to  FiUD  an 
application  for  assistance  that  is  later 
approved  and  funded; 

(ii)  Before  the  submission  of  the 
application  to  HUD,  if  the  recipient  or 
HUD  determines  that  the  displacement 
resulted  directly  from  acquisition, 
rehabilitation,  or  demolition  for  the 
permanent  housing  project;  or 

(iii)  By  a  tenant-occupant  of  a 
dwelling  unit,  if  any  one  of  the  following 
three  situations  occurs: 

(A)  The  tenant  moves  after  the 
execution  of  the  agreement  between  the 
recipient  and  FiUD  and  the  move  occurs 
before  the  tenant  is  provided  written 
notice  offering  him  or  her  the 
opportunity  to  lease  and  occupy  a 
suitable,  decent,  safe  and  sanitary 
dwelling  in  the  same  building/complex 
under  reasonable  terms  and  conditions, 
upon  completion  of  the  project.  Such 
reasonable  terms  and  conditions  must 
include  a  monthly  rent,  including 
estimated  average  monthly  utility  costs, 
that  do  not  exceed  the  greater  of: 

(J)  The  tenant’s  monthly  rent  before 
execution  of  the  agreement  between  the 
recipient  and  FiUD  and  estimated 
average  monthly  utility  costs;  or 

(2)  30  percent  of  gross  household 
income;  or 

(B)  The  tenant  is  required  to  relocate 
temporarily,  does  not  return  to  the 
building/complex,  and  either 

(1)  The  tenant  is  not  offered  payment 
for  all  reasonable  out-of-pocket 
expenses  incurred  in  connection  with 
the  temporary  relocation  or 

(2)  Other  conditions  of  the  temporary 
relocation  are  not  reasonable;  or 

(C)  The  tenant  is  required  to  move  to 
another  dwelling  imit  in  the  same 
building/complex  but  is  not  offered 
reimbursement  for  all  reasonable  out-of- 
pocket  expenses  incurred  in  connection 
with  the  move,  or  other  conditions  of  the 
move  are  not  reasonable. 

(2)  Notwithstanding  the  provisions  of 
paragraph  (f)(1)  of  this  section,  a  person 
does  not  qualify  as  a  “displaced  person” 
(and  is  not  eligible  for  relocation 
assistance  under  the  URA  or  this 
section),  if: 

(i)  The  person  has  been  evicted  for 
serious  or  repeated  violation  of  terms 
and  conditions  of  the  lease  or 
occupancy  agreement,  violation  of 
applicable  Federal,  State  or  local  law,  or 
other  good  cause,  and  HUD  determines 
that  the  eviction  was  not  imdertaken  for 
the  purpose  of  evading  the  obligation  to 
provide  relocation  assistance; 

(ii)  The  person  moved  into  the 
property  after  the  submission  of  the 


application  and,  before  signing  a  lease 
and  commencing  occupancy,  was 
provided  written  notice  of  the  project, 
its  possible  impact  on  the  person  [e.g., 
the  person  may  be  displaced, 
temporarily  relocated,  or  suffer  a  rent 
increase)  and  the  fact  that  the  person 
would  not  qualify  as  a  “displaced 
person”  (or  for  any  assistance  provided 
under  this  section)  as  a  result  of  the 
project. 

(iii)  'The  person  is  ineligible  under  49 
CFR  24.2(g)(2);  or 

(iv)  HUD  determines  that  the  person 
was  not  displaced  as  a  direct  result  of 
acquisition,  rehabilitation,  or  demolition 
for  the  permanent  housing  project. 

(3)  The  recipient  or  sponsor  may,  at 
any  time,  request  FFUD  to  determine 
whether  a  displacement  is  or  would  be 
covered  by  this  section. 

(g)  Definition  of  initiation  of 
negotiations.  For  purposes  of 
determining  the  formula  for  computing 
the  replacement  housing  assistance  to 
be  provided  to  a  residential  tenant 
displaced  as  a  direct  result  of  privately 
undertaken  rehabilitation,  demolition,  or 
acquisition  of  the  real  property,  the  term 
“initiation  of  negotiations”  means  the 
execution  of  the  agreement  between  the 
recipient  and  FFUD. 

§  578.320  Resident  rent 

Each  resident  of  permanent  housing 
assisted  under  this  Part  must  pay  as  rent 
an  amount  determined  in  accordance 
with  section  3(a)  of  the  United  States 
Housing  Act  of  1937.  Under  section  3(a), 
each  resident  must  pay  as  rent  the 
highest  of: 

(a)  30  percent  of  the  family’s  monthly 
adjusted  income  (adjustment  factors 
include  the  number  of  people  in  the 
family  members,  medical  expenses,  and 
child  care  expenses); 

(b)  10  percent  of  die  family’s  monthly 
income;  or 

(c)  If  the  family  is  receiving  payments 
for  welfare  assistance  from  a  public 
agency  and  a  part  of  the  payments, 
adjusted  in  accordance  with  the  family's 
actual  housing  costs,  is  specifically 
designated  by  the  agency  to  meet  the 
family’s  housing  costs,  the  portion  of  the 
payments  that  is  designated. 

§  578.325  SttM  and  number  of  reeldenta. 

(a)  Site.  Each  facility  must  be  either  a 
home  designed  solely  for  housing 
handicapped  persons  or  dwelling  units 
in  a  multi-family  rental  building,  a 
condominium  project,  or  cooperative 
project.  Not  more  than  one  home  may  be 
located  on  any  one  site,  and  no  such 
home  may  be  located  on  a  site 
contiguous  to  another  site  containing 
such  a  home. 
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(b)  Number  of  residents.  (1)  If  the 
permanent  housing  consists  of  dwelling 
imits  in  a  multifamily  rental  building, 
condominium,  or  cooperative,  no  more 
than  eight  handicapped  homeless 
persons  and  their  families  may  reside  in 
such  structiu'e  (or  16  such  persons  and 
their  families  if  no  more  than  20  percent 
of  the  units  in  the  structure  are 
designated  for  such  persons). 

(2)  If  the  permanent  housing  is  a  group 
home,  no  more  than  eight  handicapped 
homeless  persons  may  reside  in  the 
group  home,  and  the  families  of  the 
handicapped  homeless  persons  may  not 
reside  there. 

(c)  Neighborhood  integration.  Each 
permanent  housing  facility  must  be 
integrated  into  the  neighborhood  in 
which  it  is  located.  Indicators  of 
neighborhood  integration  include: 

(1)  Plans  for  resident  participation  in 
neighbodiood  activities  and  institutions; 
and 

(2)  Use  of  a  structure  for  i>ermanent 
housing  that  is  in  keeping  with  the 
general  scale  of  residential  structures  in 
the  neighborhood. 

(d)  Waiver.  HUD  may  waive,  on  a 
case-by-case  basis,  the  limitation  on 
residents  contained  in  paragraph  (b)  of 
this  section  if  the  applicant 
demonstrates  that  local  market 
conditions  dictate  the  development  of  a 
larger  project,  and  that  a  larger  project 
will  adiieve  the  neighborhood 
integration  objectives  of  the  program 
within  the  context  of  the  affected 
community. 

§  578.330  Flood  insurance. 

(a)  The  Flood  Disaster  Protection  Act 
of  1973  (42  U.S.C.  4001^128)  prohibits 
the  approval  of  applications  for 
assistance  for  acquisition  or 
construction  (including  rehabilitation) 
for  permanent  housing  located  in  an 
area  identified  by  the  Federal 
Emergency  Management  Agency 
(FEMA)  as  having  special  flood  hazards, 
unless: 

(1)  The  community  in  which  the  area 
is  situated  is  participating  in  the 
National  Flood  Insurance  Program  (see 
44  CFR  parts  59  through  79),  or  less  than 
a  year  has  passed  since  FHMA 
notification  regarding  such  hazards;  and 

(2)  Flood  insurance  is  obtained  as  a 
condition  of  approval  of  the  application. 

(b)  Applicants  with  permanent 
housing  located  in  an  area  identified  by 
FEMA  as  having  special  flood  hazards 
are  responsible  for  assuring  that  flood 
insurance  under  the  National  Flood 
Insurance  Program  is  obtained  Euid 
maintained. 


§578.335  AppHcabHity  of  oftwr  Federal 
requIremenU. 

Use  of  assistance  provided  under  this 
part  must  comply  with  the  following 
additional  requirements: 

(a)  Nondiscriminatian  and  equal 
opportunity.  The  nondiscrimination  and 
equal  opportunity  requirements  that 
apply  to  the  permanent  housing  program 
are  discussed  below.  Notwithstanding 
the  permissibility  of  proposals  that  serve 
designated  populations  of  handicapped 
homeless  persons,  recipients  and  project 
sponsors  serving  a  designated 
population  of  handicapped  homeless 
persons  are  required,  within  the 
designated  population,  to  comply  with 
these  requirements  for 
nondiscrimination  on  the  basis  of  race, 
color,  religion,  sex,  national  origin,  age, 
familiar  status,  and  handicap. 

(1)  The  requirements  of  the  Fair 
Housing  Act  (42  U.S.C.  3601-19)  and 
implementing  regulations  at  24  CFR  part 
100;  Executive  Order  11063  (Equal 

Opportunity  in  Housing)  and  _ 

implementing  regulations  at  24  CFR  part 
107;  and  title  VI  of  the  Civil  Rights  Act 
of  1964  (42  U.S.C.  2000d) 
(Nondiscrimination  in  Federally 
Assisted  Programs)  and  implementing 
regulations  issued  at  24  CFR  part  1; 

(2)  The  prohibitions  against 
discrimination  on  the  basis  of  age  under 
the  Age  Discrimination  Act  of  1975  (42 
U.S.C.  6101-07)  and  implementing 
regulations  at  24  CFR  part  146,  and  the 
prohibitions  against  discrimination 
against  handicapped  individuals  under 
section  504  of  the  Rehabilitation  Act  of 
1973  (29  U.S.C.  794)  and  implementing 
regulations  at  24  QH  part  8; 

(3)  The  requirements  of  Executive 
Order  11246  (Equal  Employment 
Opportunity)  and  the  regulations  issued 
under  the  Order  at  41  CFR  chapter  60; 

(4)  The  requirements  of  section  3  of 
the  Housing  and  Urban  Development 
Act  of  1968, 12  U.S.C.  1701u 
(Employment  Opportimities  for  Lower 
Income  Persons  in  Coimection  with 
Assisted  Projects);  and 

(5)  The  requirements  of  Executive 
Orders  11625, 12432,  and  12138. 
Consistent  with  HUD's  responsibilities 
under  these  Orders,  recipients  and 
project  sponsors  must  make  efforts  to 
encourage  the  use  of  minority  and 
women’s  business  enterprises  in 
connection  with  fimded  activities. 

(6)  If  the  procedures  that  the  recipient 
or  project  sponsor  intends  to  use  to 
make  known  the  availability  of  the 
permanent  housing  are  unlikely  to  reach 
persons  of  any  particular  race,  color, 
religion,  sex,  age,  national  origin, 
familial  status,  or  handicap  who  may 
qualify  for  admission  to  the  housing,  the 
recipient  or  project  sponsor  must 


establish  additional  procedures  that  will 
ensure  that  such  persons  can  obtain 
information  concerning  availability  of 
the  housing. 

(7)  The  recipient  must  adopt 
procedures  to  make  available 
information  on  the  existence  and 
locations  of  facilities  and  services  that 
are  accessible  to  persons  with  a 
handicap  and  maintain  evidence  of 
implementation  of  the  procedures. 

(8)  The  recipient  must  comply  with  the 
new  construction  accessibility 
requirements  of  the  Fair  Housing  Act 
and  section  504  of  the  Rehabilitation  Act 
of  1973,  and  the  reasonable 
accommodation  and  rehabilitation 
accessibility  requirements  of  section  504 
as  follows. 

(i)  All  new  construction  must  meet  the 
accessibility  requirements  of  24  CFR 
8.22  and,  as  applicable,  24  CFR  100.205. 

(ii)  Projects  in  which  costs  of 
rehabilitation  are  75  percent  or  more  of 
the  replacement  cost  of  the  building 
must  meet  the  requirements  of  24  CFR 
8.23(a).  Other  rehabilitation  must  meet 
the  requirements  of  24  CFR  8.23(b). 

(b)  Environmental.  The  National 
Environmental  Policy  Act  of  1969  and 
the  related  authorities  in  24  CFR  part  58 
are  applicable  to  proposals  under  this 
program. 

(c)  Applicability  ofOMB  Circulars. 
The  policies,  guidelines,  and 
requirements  of  0MB  Circular  Nos.  A- 
87  and  A-102  (as  set  forth  in  24  CFR  part 
85)  apply  to  the  acceptance  and  use  of 
assistance  under  the  program  by 
governmental  entities,  and  OMB 
Circular  Nos.  A-110  and  A-122  apply  to 
the  acceptance  and  use  of  assistance  by 
private  nonprofit  organizations,  except 
the  requirements  of  24  CFR  85.24  are 
modified  by  §  578.130  of  this  part,  and 
the  requirements  of  24  CFR  85.31  are 
modified  by  §  570.310  of  this  part. 

(d)  Lead-based  paint.  Any  residential 
property  assisted  under  this  part 
constitutes  HUD-associated  housing  for 
the  purposes  of  the  Lead  Based  Paint 
Poisoning  Prevention  Act  and  is, 
therefore,  subject  to  24  CFR  part  35. 

(e)  Conflicts  of  interest.  In  addition  to 
conflict  of  interest  requirements  in  OMB 
Circular  A-102  and  24  CFR  part  85,  no 
person  who  is  an  employee,  agent, 
consultant,  officer,  or  elected  or 
appointed  official  of  the  recipient,  or  the 
project  sponsor,  that  receives  assistance 
under  the  program,  or  who  exercises  or 
has  exercised  any  functions  or 
responsibilities  with  respect  to  assisted 
activities,  or  who  is  in  a  position  to 
participate  in  a  decisionmaking  process 
or  gain  inside  information  with  regard  to 
such  activities,  may  obtain  a  personal  or 
financial  interest  or  benefit  from  the 
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activity,  or  have  an  interest  in  any 
contract,  subcontract,  or  agreement  with 
respect  thereto,  or  the  proceeds 
thereunder,  either  for  himself  or  herself 
or  for  those  with  whom  he  or  she  has 
family  or  business  ties,  during  his  or  her 
tenure  or  for  one  year  thereafter. 

(f)  Use  of  debarred,  suspended,  or 
ineligible  contractors.  The  provisions  of 
24  CFR  part  24  apply  to  the  employment, 
engagement  of  services,  awarding  of 
contracts,  or  funding  of  any  contractors 
or  subcontractors  during  any  period  of 
debarment,  suspension,  or  placement  in 
ineligibility  status. 

(g)  Audit.  The  financial  management 
systems  used  by  recipients  under  this 
program  must  provide  for  audits  in 
accordance  with  24  CFR  part  44.  Project 
sponsors  are  subject  to  the  audit 
requirements  of  OMB  Circular  A-133. 
HUD  may  perform  or  require  additional 
audits  as  it  finds  necessary  or 
appropriate. 

(h)  Davis-Bacon  Act.  The  provisions 
of  the  Davis-Bacon  Act  do  not  apply  to 
this  program. 

(i)  Drug  and  alcohol-free  facilities. 
Section  402  of  the  Stewart  B.  McKinney 
Homeless  Assistance  Amendments  Act 
of  1988  requires  recipients  and  project 
sponsors  of  permanent  housing  assisted 
under  this  part  to  administer,  in  good 
faith,  a  policy  designed  to  ensure  that 
the  facility  is  free  from  the  illegal  use, 
possession,  or  distribution  of  drugs  or 
alcohol  by  its  residents.  Recipients  are 
also  subject  to  the  requirements  of 
sections  5151-5160  of  the  Drug-Free 
Workplace  Act  of  1988  and  HDD’s 
implementing  regulations  at  24  CFR  part 
24. 

Subpart  F— Administration 

§  578.400  Obligation  of  funds, 
amendments,  and  deobllgation. 

(a)  Obligation  of  funds.  When  HUD 
selects  an  application  for  funding  and 


notifies  the  applicant,  it  will  obligate 
funds  to  cover  the  amount  of  the 
approved  assistance  under  subpart  B  of 
this  part.  The  recipient  will  be  expected 
to  carry  out  the  permanent  housing 
activities  as  proposed  in  the  application. 

(b)  Increases.  After  the  initial 
obligation  of  funds,  HUD  will  not  make 
revisions  to  increase  the  amount 
obligated. 

(c)  Amendment.  HUD  must 
preapprove  changes  to  an  application 
selected  for  funding. 

(d)  Deobligation.  (1)  HUD  may 
deobligate  all  or  parts  of  grants  for 
acquisition,  rehabilitation,  or  new 
construction; 

(1)  If  the  actual  total  costs  of 
acquistion,  rehabilitation,  or  new 
construction  are  less  than  the  total  cost 
anticipated  in  the  application;  or 

(ii)  If  proposed  activities  for  which 
funding  was  approved  are  not  begun 
within  nine  months  or  residents  do  not 
begin  to  occupy  within  18  months  after 
grant  execution. 

(2) (i)  HUD  may  deobligate  the 
amounts  for  annual  operating  costs  or 
supportive  services  costs  in  any  year 
based  on  any  revisions  to  the  recipient’s 
budget  as  originally  approved. 

(ii)  HUD  may  deobligate  the  amounts 
for  annual  operating  costs  or  supportive 
services  costs  if  the  proposed  permanent 
housing  operations  are  not  begun  within 
three  months  after  the  units  are 
available  for  occupancy. 

(3)  The  grant  agreement  may  set  forth 
in  detail  other  circumstances  imder 
which  funds  may  be  deobligated,  and 
other  sanctions  ihay  be  imposed. 

(4)  HUD  may: 

(i)  Readvertise  the  availability  of 
funds  that  have  been  deobligated  under 
this  section  in  a  notice  of  fund 
availability  under  §  578.200  of  this  part, 
or 

(ii)  Award  deobligated  funds  to  the 


selected  applications  previously 
submitted  in  response  to  the  most 
recently  published  notice  of  fund 
availability.  Such  selections  will  be 
made  in  accordance  with  subpart  D  of 
this  part. 

(e)  Site  control.  HUD  will  recapture  or 
deobligate  any  award  for  assistance 
under  this  part  if  the  recipient  is  not  in 
control  of  a  suitable  site  before  the 
expiration  of  one  year  after  notification 
of  an  award,  unless  previously  waived 
at  the  time  of  application  under 

§  578.210(c)  of  this  part.  Evidence  of  site 
control  is  satisfied  by  a  deed,  lease,  or 
executed  contract  of  sale. 

(f)  Repayment  of  disbursed  funds.  If 
necessary,  HUD  may  require  recipients 
to  repay  funds  that  have  already  been 
disbursed. 

§578.405  Site  Change. 

(a)  General.  A  recipient  may  obtain 
ownership  or  control  of  a  suitable  site 
different  from  the  one  specified  in  its 
application.  Retention  of  an  assistance 
award  is  subject  to  the  new  site’s 
meeting  all  requirements  under  this  part 
for  suitable  sites. 

(b)  Increased  costs.  If  the  acquisition, 
rehabilitation,  or  new  construction  costs 
for  the  substitute  site  are  greater  than 
the  amount  of  the  grant  awarded  for  the 
site  speciHed  in  the  application,  the 
recipient  must  provide  for  all  additional 
costs.  If  the  recipient  is  unable  to 
demonstrate  to  HUD  that  it  is  able  to 
provide  for  the  difference  in  costs,  HUD 
may  deobligate  the  award  of  assistance. 

Dated:  November  11, 1991. 

Anna  Kondratas, 

Assistant  Secretary  for  Community  Planning 
and  Development. 
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